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DEP SIT D BY THE 
UNITED STATES OF AMERICA 








CONCLUSION OF ANGLO-AMERICAN 





Statement by 


The economic and financial discussions between 
officials of the United States and United Kingdom 
Governments meeting in Washington have now 
been completed. 
These discussions have been concerned with the 
major problems affecting the basic economic and 
financial relations between the two countries, in 
the light of the provisions of article VII of the 
mutual-aid agreement between their Governments 
signed February 23, 1942.5 

They have covered the questions of financial 
assistance from the United States to the United 
Kingdom, the demobilization of wartime trade 
and monetary restrictions, the settlement of lend- 
lease, the disposal of surplus war property in the 
United Kingdom owned by the United States, and, 
finally, long-range commercial policies in the 
broad sense, embracing the fields of trade barriers 
and discriminations, policies in respect of com- 
nodities in world surplus, cartels, an international 
trade organization, and international aspects of 


|domestic measures to maintain employment. 


The purpose of the discussions has been to ar- 
tive at mutually advantageous solutions of these 
problems which the two Governments would com- 


-}mend to the peoples and legislatures of the two 


countries and to the world as a whole. 

Both sides have been fully conscious of the sig- 
nificance to other countries, as well as their own, 
of the outcome of these discussions, and they have 


"|ftom the beginning had continuously in view the 


lishing a world trading and monetary system from 


tommon interest of their Governments in estab- 
fn the trade of all countries can benefit and 
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President Truman and Prime Minister Attlee’ 


within which the trade of all countries can be 
conducted on a multilateral, non-discriminatory 
basis. 

The discussions have been successful. 

Agreement has been reached, subject to the ap- 
proval of the legislatures of both countries, for 
the extension by the United States to the United 
Kingdom of a line of credit of $3,750,000,000 on 
the terms stated in the financial agreement signed 
this day, for the following purposes: to facilitate 
purchases by the United Kingdom of goods and 
services from the United States, to assist the 
United Kingdom to meet transitional post-war 
deficits in its current balance of payments, to help 
the United Kingdom to maintain adequate reserves 
of gold and dollars, and to assist the United King- 
dom to assume the obligations of multilateral 
trade. This credit would make it possible for the 
United Kingdom to relax import and exchange 
controls, including exchange arrangements affect- 
ing the sterling area, and generally to move for- 
ward with the United States and other countries 
toward the common objective of expanded multi- 
lateral trade. 

Agreement has been reached for the final settle- 
ment of lend-lease and reciprocal aid, the disposal 
of surplus war property in the United Kingdom 
owned by the United States, and the final settle- 
ment of the claims of each Government against the 
other arising out of the conduct of the war. 





*The material under this heading was released to the 
press at 5: 30 p. m. on Dee. 6, 1945. 

* Made jointly in Washington and in London on Dec. 6, 
1945. 

* BULLETIN of Feb. 28, 1945, p. 190. 
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List of Participants 


United States Group 


The Secretary of State, Chairman 

DEAN ACHESON 

WittraM L. CLAYTON 

Tuomas B. MoCase, Foreign Liquidation Com- 
missioner 

The Secretary of the Treasury 

Harry D. WHITE 

Frank Coe 

The Secretary of Commerce 

Amos TAYLOR 

Marriner 8, Ecctes, Chairman, Federal Reserve 
Board 

J. BURKE KNAPP 

WALTER R. GARDNER 

W. Stuart SyMrineton, Surplus Property Ad- 
ministrator 

Emimio G. Cottapo, Secretary General for the 
United States 





United Kingdom Group 


Lord Hauirax, Chairman 

Lord KEYNES 

Honorable Rosert H. BRAND 

Sir Henry SeEtr 

Sir PexciIvate LIESCHING 

LIONEL ROBBINS 

E. L. HALt-PAtoH 

FREDERICK HARMER 

F. G. Leg, Secretary General for the United King- 
dom 


Agreement has been reached on the broad prin- 
ciples of commercial policy for which the two Gov- 
ernments will seek general international support. 

These arrangements, if carried out, will put an 
end to the fear of an economically divided world; 
will make possible, throughout the world, the ex- 
pansion of employment and of the production, ex- 
change, and consumption of goods; and will bring 
into being, for the first time, a common code of 
equitable rules for the conduct of international 
trade policies and relations. 

The realization of these proposals will depend 
upon the support given them by the peoples and 
legislatures of the United States and the United 
Kingdom, and where they envisage measures re- 
quiring broad international collaboration, the sup- 
port of other countries. 

The following documents resulting from these 
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discussions are being issued by the two Govern.} pci 
ments: 


Financial agreement. 

Joint statement regarding the understanding 
reached on commercial policy. 

Joint statement regarding settlement for lend- 
lease and reciprocal aid, surplus war prop. It 
erty, and claims. 


Statement by Cordell [> 
Hull ag 


- The documents released yesterday bearing on 
the termination of Anglo-American financial and 
trade discussions indicate that our Government 
has assumed an appropriate role of world leader. 
ship toward permanent peace. I am especially 
interested in the “Proposals for Consideration by 
an International Conference on Trade and 
Employment.” 

With the complete destruction of the forces of 
aggression, our opportunity to realize the full 
benefits of peace, which we failed to do after the 
last World War, is now paramount. 

Over a period of some three decades I have 
pointed out that the world needs an international 
organization for promoting, on a sound end nob 
discriminatory basis, mutually profitable trade 
among all nations, and for preventing economit 
warfare, which so often leads to physical combat 
Unfortunately, in the interval between the two 
wars the world followed down the road of destrue- 
tive commercial conflict. __ 

The reciprocal trade-agreements program, il- 
augurated in 1934, was an attempt on the part 
our Government to reverse this fatal trend. Now, 
through the announcement made yesterday, ou 
country is taking another long step forward 
build a better world by profiting from the bitt 
lessons of the past. 

I feel that this may be our final opportunity 
make a peace that will last. I believe the Gover 
ment’s over-all plans released yesterday set for 
the prerequisites to economic prosperity and i 
proved standards of living in our own and all 
countries. I have high hopes that the Unite 
States will play its full part in bringing abot 
the conditions necessary for full prosperity al 
lasting peace. 
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P} It is hereby agreed between the Government of 
the United States of America and the Government 
of the United Kingdom of Great Britain and 
Northern Ireland as follows: 


1. Effective date of the Agreement. 'The effec- 
tive date of this Agreement shall be the date on 
which the Government of the United States noti- 
fies the Government of the United Kingdom that 
the Congress of the United States has made avail- 
able the funds necessary to extend to the Govern- 
ment of the United Kingdom the line of credit in 
accordance with the provisions of this Agreement. 

2. Line of credit. The Government of the 
United States will extend to the Government of the 
United Kingdom a line of credit of $3,750,000,000 
which may be drawn upon at any time between the 
effective date of this Agreement and December 31, 
1951, inclusive. 

3. Purpose of the line of credit. The purpose 
of the line of credit is to facilitate purchases by 
the United Kingdom of goods and services in the 
United States, to assist the United Kingdom to 
meet transitional postwar deficits in its current 
balance of payments, to help the United Kingdom 
to maintain adequate reserves of gold and dollars, 
and to assist the Government of the United King- 
dom to assume the obligations of multilateral 
trade, as defined in this and other agreements. 
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4. Amortization and interest. 


(i) The amount of the line of credit drawn by 
| December 31, 1951, shall be repaid in 50 annual 
installments beginning on December 31, 1951, with 
interest at the rate of 2 percent per annum. In- 
terest for the year 1951 shall be computed on the 
amount outstanding on December 31, 1951, and for 
each year thereafter, interest shall be computed on 
the amount outstanding on January 1 of each such 
year. 

Forty-nine annual installments of principal re- 
1 Payments and interest shall be equal, calculated 
at the rate of $31,823,000 for each $1,000,000,000 
of the line of credit drawn by December 31, 1951, 
[and the fiftieth annual installment shall be at the 
rate of $31,840,736.65 for each such $1,000,000,000. 
J £ach installment shall consist of the full amount 

of the interest due and the remainder of the in- 
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Financial Agreement 
TEXT 


stallment shall be the principal to be repaid in that 
year. Payments required by this section are sub- 
ject to the provisions of section 5. 

(ii) The Government of the United Kingdom 
may accelerate repayment of the amount drawn 
under this line of credit. 

5. Waiver of interest payments. In any year in 
which the Government of the United Kingdom re- 
quests the Government of the United States to 
waive the amount of the interest due in the install- 
ment of that year, the Government of the United 
States will grant the waiver if: 


(a) the Government of the United Kingdom 
finds that a waiver is necessary in view of the 
present and prospective conditions of international 
exchange and the level of its gold and foreign ex- 
change reserves and 

(6) the International Monetary Fund certifies 
that the income of the United Kingdom from home- 
produced exports plus its net income from invisible 
current transactions in its balance of payments 
was on the average over the five preceding cal- 
endar years less than the average annual amount 
of United Kingdom imports during 1936-8, fixed 
at £866 million, as such figure may be adjusted 
for changes in the price level of these imports. 
Any amount in excess of £43,750,000 released or 
paid in any year on account of sterling balances 
accumulated to the credit of overseas governments, 
monetary authorities and banks before the effee- 
tive date of this Agreement shall be regarded as a 
capital transaction and therefore shall not be in- 
cluded in the above calculation of the net income 
from invisible current transactions for that year. 
If waiver is requested for an interest payment 
prior to that due in 1955, the average income shall 
be computed for the calendar years from 1950 
through the year preceding that in which the re- 
quest is made. 


6. Relation of this line of credit to other obli- 
gations. 

(i) It is understood that any amounts required 
to discharge obligations of the United Kingdom 
to third countries outstanding on the effective date 
of this Agreement will be found from resources 
other than this line of credit. 
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(ii) The Government of the United Kingdom 
will not arrange any long-term loans from govern- 
ments within the British Commonwealth after De- 
cember 6, 1945, and before the end of 1951 on terms 
more favorable to the lender than the terms of this 
line of credit. 

(iii) Waiver of interest will not be requested or 
allowed under section 5 in any year unless the 
aggregate of the releases or payments in that year 
of sterling balances accumulated to the credit of 
Overseas governments, monetary authorities and 
banks (except in the case of colonial dependencies) 
before the effective date of this Agreement is re- 
duced proportionately, and unless interest pay- 
ments due in that year on loans referred to in (1i) 
above are waived. The proportionate reduction 
of the releases or payments of sterling balances 
shall be calculated in relation to the aggregate re- 
leased and paid in the most recent year in which 
waiver of interest was not requested. 

(iv) The application of the principles set forth 
in this section shall be the subject of full consulta- 
tion between the two governments as occasion 
may arise. 

7. Sterling area exchange arrangements. The 
Government of the United Kingdom will complete 
arrangements as early as practicable and in any 
case not later than one year after the effective date 
of this Agreement, unless in exceptional cases a 
later date is agreed upon after consultation, under 
which immediately after the completion of such 
arrangements the sterling receipts from current 
transactions of all sterling area countries (apart 
from any receipts arising out of military expendi- 
ture by the Government of the United Kingdom 
prior to December 31, 1948, to the extent to which 
they are treated by agreement with the countries 
concerned on the same basis as the balances accu- 
mulated during the war) will be freely available 
for current transactions in any currency area with- 
out discrimination; with the result that any dis- 
crimination arising from the so-called sterling area 
dollar pool will be entirely removed and that each 
member of the sterling area will have its current 
sterling and dollar receipts at its free disposition 
for current transactions anywhere. 

8. Other exchange arrangements. 

(i) The Government of the United Kingdom 
agrees that after the effective date of this Agree- 
ment it will not apply exchange controls in such 
a manner as to restrict (@) payments or transfers 
in respect of products of the United States per- 
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mitted to be imported into the United Kingdom or 
other current transactions between the two coun. 
tries or (b) the use of sterling balances to the credit 
of residents of the United States arising out of 
current transactions. Nothing in this paragraph 
(i) shall affect the provisions of Article VII of the 
Articles of Agreement of the International Mone. 
tary Fund when those Articles have come into 
force. 

(ii) The Governments of the United States and 
the United Kingdom agree that not later than one 
year after the effective date of this Agreement, 
unless in exceptional cases a later date is agreed 
upen after consultation, they will impose no re. 
strictions on payments and transfers for current 
transactions. The obligations of this paragraph 
(ii) shall not apply: 

(a) to balances of third countries and their na 
tionals accumulated before this paragraph (ii) 
becomes effective ; or 

(b) to restrictions imposed in conformity with 
the Articles of Agreement of the International 
Monetary Fund, provided that the Governmentsof 
the United Kingdom and the United States will 
not continue to invoke the provisions of Article 
XIV, Section 2 of those Articles after this para- 
graph (ii) becomes effective, unless in exceptional 
eases after consultation they agree otherwise; or 

(c) to restrictions imposed in connection with 
measures designed to uncover and dispose of assets 
of Germany and Japan. 

(iii) This section and section 9, which are it 
anticipation of more comprehensive arrangements 
by multilateral agreement, shall operate until 
December 31, 1951. 

9. Import arrangements. If either the Govert- 
ment of the United States or the Government of 
the United Kingdom imposes or maintains quanti 
tative import restrictions, such restrictions shall 
be administered on a basis which does not discrim 
nate against imports from the other country i 
respect of any product; provided that this undet 
taking shall not apply in cases in which (a) if 
application would have the effect of preventing the 





country imposing such restrictions from utilizing 
for the purchase of needed imports, inconvertibk 
currencies accumulated up to December 31, 194 

or (6) there may be special necessity for the cou 
try imposing such restrictions to assist, by meas 
ures not involving a substantial departure from tht 
general rule of non-discrimination, a countt 
whose economy has been disrupted by war, or (¢) 
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either government imposes quantitative restric- 
tions having equivalent effect to any exchange re- 
strictions which that government is authorized to 
impose in conformity with Article VII of the Arti- 
cles of Agreement of the International Monetary 
Fund. The provisions of this section shall be- 
come effective as soon as practicable but not later 
than December 31, 1946. 

10. Accumulated sterling balances. 

(i) The Government of the United Kingdom 
intends to make agreements with the countries 
concerned, varying according to the circumstances 
of each case, for an early settlement covering the 
sterling balances accumulated by sterling area and 
other countries prior to such settlement (together 
with any future receipts arising out of military 
expenditure by the Government of the United 
Kingdom to the extent to which they are treated 
on the same basis by agreement with the countries 
concerned). The settlements with the sterling 
area countries will be on the basis of dividing these 
accumulated balances into three categories (a) bal- 
ances to be released at once and convertible into 
any currency for current transactions, (6) balances 
to be similarly released by installments over a 
period of years beginning in 1951, and (¢) balances 
to be adjusted as a contribution to the settlement 
of war and postwar indebtedness and in recogni- 
tion of the benefits which the countries concerned 
might be expected to gain from such a settlement. 
The Government of the United Kingdom will 
make every endeavor to secure the early comple- 
tion of these arrangements. 

(ii) In consideration of the fact, that an im- 
portant purpose of the present line of credit is 
to promote the development of multilateral trade 
and facilitate its early resumption on a non-dis- 
criminatory basis, the Government of the United 
Kingdom agrees that any sterling balances. re- 
leased or otherwise available for current payments 
will, not later than one year after the effective date 
of this Agreement unless in special cases a later 
date is agreed upon after consultation, be freely 
available for current transactions in any currency 
area without discrimination. 

11. Definitions. 

For the purposes of this Agreement : 

(i) The term “current transactions” shall have 
the meaning prescribed in Article XIX (i) of the 


hj Articles of Agreement of the International Mone- 


tary Fund. 


(ii) The term “sterling area” means the United 
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Kingdom and the other territories declared by the 
Defence (Finance) (Definition of Sterling Area) 
(No. 2) Order, 1944, to be included in the sterling 
area, namely “the following territories excluding 
Canada and Newfoundland, that is to say— 


(a) 
(6) 
(¢) 


any Dominion, 

any other part of His Majesty’s dominions, 

any territory in respect of which a mandate 

on behalf of the League of Nations has been 

accepted by His Majesty and is being exer- 

cised by His Majesty’s Government in the 

United Kingdom or in any Dominion, 

any British protectorate or protected State, 

(e) Egypt, the Anglo-Egyptian Sudan and 
Iraq, 

(f) Iceland and the Faroe Islands.” 


12. Consultation on Agreement. Either govern- 
ment shall be entitled to approach the other for 
a reconsideration of any of the provisions of this 
Agreement, if in its opinion the prevailing condi- 
tions of international exchange justify such recon- 
sideration, with a view to agreeing upon modifica- 
tions for presentation to their respective legis- 
latures. 

Signed in duplicate at Washington, District of 
Columbia, this 6th day of December, 1945. 


(d) 


For the Government of the United States of 
America: 


Frep M. Vinson 
Secretary of the Treasury 
of the United States of America 


For the Government of the United Kingdom of 
Great Britain and Northern Ireland: 


Hauirax. 
His Majesty’s Ambassador Extraordi- 
nary and Plenipotentiary at Wash- 
ington 


REMARKS BY SECRETARY OF THE 
TREASURY VINSON 


Our negotiation with the British has resulted in 
a happy conclusion which embraces many eco- 
nomic advantages for the American businessman, 
farmer, and worker. Like ail sound agreements it 
is beneficial to both contracting parties. 

The financial agreement will make possible a 
marked expansion of trade directly with the United 
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Kingdom and sterling-area countries. Increased 
commerce with many other countries will result 
indirectly. Thus this Nation will benefit and the 
likelihood of a world divided into rival economic 
blocs will be lessened. 

It is significant that two Nations, although beset 
with the enormous problems of domestic reconver- 
sion, have arrived at a mutually advantageous ar- 
rangement which takes us another long step along 
the road to permanent peace and world security. 


REMARKS BY SECRETARY OF 
STATE BYRNES‘ 


The agreement is not solely for the benefit of 
the United Kingdom. It is not solely for the ben- 
efit of the United States. It is for the benefit of 
both countries and of the world. 

Three and a quarter billion dollars is a lot of 
money, but we must remember that it cost us that 
much to make war for two weeks. 

It is not a gift or a grant. It is a loan with 
interest. In addition to repayment the United 
States receives benefits in the revision of trade 
policies which will enable us to do business with 
all nations and thus provide employment for the 
people of the United States. 

If we fail to make this loan, Britain will be 
forced to do business by barter with a bloc of 
nations. Those nations in turn will be forced 
to do business with Britain in preference to other 
nations. That means dividing the world into 
economic blocs. 

If the world is divided into economic blocs the 
peace of the world will be in danger. Wars fre- 
quently stem from trade conflicts. This is an 
effort to establish one world economically and is 
in accord with the spirit of the United Nations 
Charter. 


REMARKS BY THE BRITISH 
AMBASSADOR, LORD HALIFAX’ 


It has been a privilege to take part in these 
negotiations and it is a happiness to sign the agree- 
ment which crowns our labors. These have been 
long and arduous. They have covered a vast and 


difficult territory—finance, commercial policy, and 
lend-lease—but if they have been charged with a 
sense of the gravity and urgency of the issues, they 
have also been lightened by a spirit of friendship 
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and good-will among all who have had a share in 
them. 

For we have indeed been partners in a great 
enterprise. We have tried together to lay the 
foundations of that wider trade upon which, as 
we all believe, not only the prosperity but also the 
peace of the world will largely depend. 

That was also the purpose of the assistance which 
the representatives of the United States have 
agreed to make available, and which is designed, 
not to enable the people of the United Kingdom to 
lead an easy and comfortable life, but to equip 
them to play their part effectively in the recon- 
struction of world economy. This agreement is a 
welcome augury for the future; for it is a message 
to the world that the cooperation of our countries 
has not ended with the end of the war, and that 
we mean to go forward side by side along the path 
of peace. 


JOINT STATEMENT BY U.S. AND 
U.K. REGARDING SETTLEMENT FOR 


LEND-LEASE, RECIPROCAL AID, 
SURPLUS WAR PROPERTY, AND 
CLAIMS 


1. The Governments of the United States and 
the United Kingdom have reached an under- 
standing for the settlement of lend-lease and recip- 
rocal aid, for the acquisition of United States 
Army and Navy surplus property, and the United 
States interest in installations, located in the 
United Kingdom, and for the final settlement of 
the financial claims of each Government against 
the other arising out of the conduct of the war. 
Specific agreements necessary to implement these 
understandings, setting forth the terms in detail, 
and consistent herewith, are in the course of prep- 
aration and will shortly be completed. 

2. This settlement for lend-lease and reciprocal 
aid will be complete and final. In arriving at this 
settlement both Governments have taken full cog- 
nizance of the benefits already received by them i 
the defeat of their common enemies. They have 
also taken full cognizance of the general obliga- 
tions assumed by them in article VII of the mutual- 








Made on the occasion of the signing of the Angle 
American financial agreement at the Department of State. 
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aid agreement of February 23, 1942, and the under- 
standings agreed upon this day with regard to 
commercial policy. Pursuant to this settlement, 
both Governments will continue to discuss arrange- 
ments for agreed action for the attainment of the 
economic objectives referred to in article VII of 
the mutual-aid agreement. The Governments 
expect in these discussions to reach specific con- 
clusions at an early date with respect to urgent 
problems such as those in the field of telecommuni- 
cations and civil aviation. In the light of all the 
foregoing, both Governments agree that no further 
benefits will be sought as consideration for lend- 
lease and reciprocal aid. 

3. The net sum due from the United Kingdom 
to the United States for the settlement of lend- 
lease and reciprocal aid, for the acquisition of 
surplus property, and the United States interest in 
installations, located in the United Kingdom, and 
for the settlement of claims shall be $650,000,000 
subject to the accounting adjustment referred to 
below. The amount consists of (a) a net sum of 
$118,000,000 representing the difference between 
the amount of the services and supplies furnished 
or to be furnished by each Government to the 
other Government after V-—J Day through lend- 
lease and reciprocal-aid channels, less the net sum 
due to the United Kingdom under the claims settle- 
ment, and (6) a net sum of $532,000,000: for all 
other lend-lease and reciprocal-aid items, and for 
surplus property, and the United States interest in 
installations, located in the United Kingdom and 
owned by the United States Government. The 
actual amounts due to the respective Governments 
for items included in (a) above other than claims 
will, however, be ascertained by accounting in due 
course, and the total sum of $650,000,000 will be 
adjusted for any difference between the sum of 
$118,000,000 mentioned above and the actual sum 
found to be due. All new transactions between 
the two Governments after December 31, 1945 will 
be settled by cash payment. 

4. The total liability found to be due to the 
Government of the United States will be dis- 
charged on the same terms as those specified in 
the Financial Agreement concluded this day for 
the discharge of the credit provided therein. 

5. In addition to the financial payments referred 
to above, the two Governments have agreed upon 
the following: 


(a) Appropriate non-discriminatory treatment 
will be extended to United States nationals in the 
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use and disposition of installations in which 
there is a United States interest; 

(6) Appropriate settlements for the lend-lease 
interest in installations other than in the United 
Kingdom and the colonial dependencies will be 
made on disposal of the installations; 

(c) The United States reserves its right of re- 
capture of any lend-lease articles held by United 
Kingdom armed forces, but the United States has 
indicated that it does not intend to exercise gen- 
erally this right of recapture; 

(d) Disposals for military use to forces other 
than the United Kingdom armed forces of lend- 
lease articles held by the United Kingdom armed 
forces at V-J Day, and disposals for civilian use 
other than in the United Kingdom and the colo- 
nial dependencies of such lend-lease articles, will 
be made only with the consent of the United States 
Government, and any net proceeds will be paid to 
the United States Government. The United 
Kingdom Government agrees that except to a very 
limited extent it will not release for civilian use 
in, or export from, the United Kingdom and the 
colonial dependencies lend-lease articles held by 
the United Kingdom armed forces. 

(e) The Government of the United Kingdom 
will use its best endeavors to prevent the export to 
the United States of any surplus property trans- 
ferred in accordance with this understanding. 


6. The Government of the United Kingdom 
agrees that, when requested by the Government 
of the United States from time to time prior to 
December 31, 1951, it will transfer, in cash, 
pounds sterling to an aggregate dollar value not 
in excess of $50,000,000, at the exchange rates 
prevailing at the times of transfer, to be credited 
against the dollar payments due to the Govern- 
ment of the United States as principal under 
this settlement. The Government of the United 
States will use these pounds sterling exclusively 
to acquire land or to acquire or construct build- 
ings in the United Kingdom and the colonial 
dependencies for the use of the Government of 
the United States, and for carrying out educa- 
tional programs in accordance with agreements 
to be concluded between the two Governments. 

7. The arrangements set out in this statement 
are without prejudice to any settlements concern- 
ing lend-lease and reciprocal aid which may be 
negotiated between the Government of the United 
States and the Governments of Australia, New 
Zealand, the Union of South Africa, and India. 
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Proposals on World Trade and Employment 


JOINT STATEMENT BY THE UNITED STATES AND THE UNITED KINGDOM 


The Secretary of State of the United States has 
made public today a document setting forth certain 
“Proposals for Consideration by an International 
Conference on Trade and Employment”. These 
proposals have the endorsement of the Executive 
branch of the Government of the United States 
and have been submitted to other governments as 
a basis for discussion preliminary to the holding 
of such a conference. 

Equally, the Government of the United King- 
dom is in full agreement on all important points 
in these proposals and accepts them as a basis for 
international discussion; and it will, in common 
with the United States Government, use its best 
endeavors to bring such discussions to a successful 
conclusion, in the light of the views expressed by 
other countries. 


The two Governments have also agreed upon the 
procedures for the international negotiation and 
implementation of these proposals. To this end 
they have undertaken to begin preliminary nego- 
tiations at an early date between themselves and 
with other countries for the purpose of develop. 
ing concrete arrangements to carry out these pro- 
posals, including definitive measures for the re 
laxation of trade barriers of all kinds. 

These negotiations will relate to tariffs and 
‘preferences, quantitative restrictions, subsidies, 
state trading, cartels, and other types of trade bar- 
riers treated in the document published by the 
United States and referred to above. The negotia- 
tions will proceed in accordance with the principles 
laid down in that document. 


REMARKS BY ASSISTANT SECRETARY CLAYTON’ 


In order to understand the British position and 
the need for an extension of credit at this time, 
we have to bear in mind two very important things. 
One is that Britain lives by imports, which is 
another way of saying that she lives by exports, 
perhaps more than any other major country in 
the world. And the other is that, in order to 
prosecute the war and mobilize her human and 
material resources to the greatest degree, she sac- 
rificed her export trade. 

At the time of V—J Day, her exports were run- 
ning at about 30 percent of pre-war. Now, due to 
her great mobilization for war and the scattering 
of her manpower over the world, it is going to take 
her a long time to reconvert to peacetime produc- 
tion and to recover the export trade which is so 
essential as a means of providing payment for her 
necessary imports. It is estimated that this re- 
construction may take upward of three or four 
years. During that period Britain will obviously 
run very heavy deficits in her balance-of-payments 
position with the rest of the world. The granting 
of this line of credit is primarily for the purpose 
of assisting her to meet those deficits. 


* Made at a press conference on Dec. 6, 1945. 


If that were all that the credit did, it would not 
provide sufficient consideration to the United 
States. To be sure a large part of this money 
would be spent directly for American goods, and 
indirectly all of the money would be spent, in due 
course, in the United States. Our industries and 
our workers would obviously benefit from it. But 
if that were all, it would, in my opinion, not justify 
the credit. 

In granting this credit to Britain, at this time, 
to do the immediate and urgent things that I have 
just indicated to you, we also enable Britain to 
undertake, with the United States, a full partner 
ship in the enterprise of restoring the world to 
a multilateral trading basis and getting it off the 
bilateral barter and quota system that developed 
to such a great degree between the two world wars 
and, of course, was extended during this war. With 
the aid of this-credit, Britain is enabled to abolish 
the sterling-area - dollar-pool arrangement within 
one year from the effective date of the agreement, 
so that whatever sterling is earned in Britain by 
any part of the world will no longer be treated 


(Continued on newt page) 
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PROPOSALS FOR EXPANSION OF WORLD TRADE AND EMPLOYMENT’ 
FOR CONSIDERATION BY AN INTERNATIONAL CONFERENCE 


Foreword by the Secretary of State 


The proposals contained in this pamphlet * have 
been developed by experts drawn from several 
agencies of the United States Government, work- 
ing together under the general chairmanship of 
William L. Clayton, Assistant Secretary of State, 
and are published, for consideration by the people 
of the United States and by the peoples and the 
governments of other countries, in preparation for 


an International Conference on Trade and 
Employment. 

It is important that such a Conference, based 
on these or similar proposals, should meet as soon 
as possible. Nations are now determining the pol- 
icies which they will apply to trade in the postwar 
world. It is urgently necessary that these policies 
should be agreed upon, in order that the world may 
not separate into economic blocs. 

The Government of the United States, there- 


_ fore, believes that such a Conference should meet, 





CLAYTON—Continued 

as a frozen balance to be paid only with British 
or sterling-area goods but will become a balance 
which can be used for buying in any country in the 
world. That is the first very obvious and concrete 
consideration and benefit that the United States 
will derive. 

Perhaps of even greater long-term importance is 
the fact that Britain will be enabled by this credit 
to join with the United States in full partnership 
in supporting our Proposals for the Expansion of 
World Trade and Employment. These proposals 
have been in preparation in our Government since 
the spring of 1943. We are now delivering them 
to the other countries of the world. They are to 
be considered in a World Trade Conference that 
we expect to have called for the summer of 1946. 
We have discussed these proposals with the British 
in great detail and our two countries are in agree- 
ment on all of the substantive portions of our 
document. 

The American proposals are comprehensive. 
They deal with tariffs, preferences, cartels, quota 
arrangements, discriminations, possible commod- 
ity agreements, and soon. If we can achieve the 
objectives outlined therein, we will get the world 
out of the nationalistic, autarchic form of trading 
which has grown up in the last 25 years, and get 
it back on a multilateral world trading system. 
This, from our point of view, is of enormous im- 
portance. It will open the markets of the world 
in the United States. Nor is its importance solely 
economic. It has great potentialities, as well, for 
world peace. We cannot long have cooperation 
in the political and military field if economic war- 
fare should continue. 


Consider what Britain’s alternative would be if 
she were not able to get this line of credit from 
the United States. Britain, as you know, is the 
greatest importer of goods in the world. She 
would be thrown back on defensive methods of 
trading. She would be compelled to confine her 
purchases to those countries which would be will- 
ing to accept, in payment, sterling in London, and 
this sterling would have to be spent for goods or 
services produced in Britain or elsewhere in the 
sterling area. You would therefore have a sys- 
tem which would prevent the buyer from buying 
in the cheapest market and the seller from selling 
in the dearest market. Instead, this system would 
require the channeling of all trade within the nar- 
row limits which might be fixed by governments. 
That is the sort of a system that we want to get 
the world away from if we possibly can. The 
agreement that has just been reached with Great 
Britain would make this possible; it would put 
Britain in a position to join in full partnership 
with us in bringing about a multilateral, non- 
discriminatory trading system throughout the 
world. This, in-our opinion, is the consideration 
of the greatest value to the United States. It will 
open up the markets of the world to our goods 
and should lay the foundation for a period of 
expansion in production, consumption, and the 
exchange of goods and services, and a rising stand- 
ard of living for all peoples everywhere. 





*The Department of State announced on Dec. 6, 1945, 
that the Secretary of State had transmitted to the govern- 
ments of other countries the texts of the American pro- 
posals. These proposals are printed as Department of 
State publication 2411. 
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under the sponsorship of the United Nations, not 
later than the summer of 1946. The representa- 
tives of the United States in the appropriate or- 
gans of the United Nations will urge that this be 
done. 

The success of such a Conference depends on 
adequate preparation. This preparation should 
go forward immediately. The present publica- 
tion and the careful work that lies behind it repre- 
sent a determined effort to come to grips with the 
problems that will confront such a Conference and 
so to prepare the way for its success. 

James F. Byrnes 


Letter of Assistant Secretary Clayton 


DEPARTMENT OF STATE 
WASHINGTON 


November 1, 1945. 
Mr. Secrerary : 

I hand you herewith “Proposals for Considera- 
tion by an International Conference on Trade and 
Employment”, together with a statement of their 
purpose. 

These proposals have been developed over many 
months by a group of experts drawn from all the 
interested departments and agencies of the govern- 
ment. They are intended to suggest a way in 
which the United States and other countries may 
concert their policy and action in the field of inter- 
national trade so that the enormous productive 
powers which lie all about us may be released to 
operate fully for the general benefit. They are 
not regarded as final and perfect, but as a working 
basis for discussion and, I hope, for international 
action in the near future. 

It is important that international agreement 
on the range of questions covered by these pro- 
posals be reached soon. All countries are faced by 
serious commercial problems and are taking action 
on them every day. Unless they act together, they 
will act at cross purposes and may well do serious 
damage to each other. But if they do act together, 
there is every possibility that the peoples of the 
world may enjoy, in our lifetime, a higher degree 
of prosperity and welfare than they have ever had 
before. Powers of production are now the great- 
est that the world has known. To bring them into 
play requires agreement on principles of exchange 
and distribution which will permit trade, produc- 
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tion, employment, and consumption all to expand 
together. 

I therefore recommend that these proposals be 
published as a basis of discussion and I would 
hope that such discussion might lead to an Inter. 
national Conference on Trade and Employment, 
to meet under the sponsorship of the United Na- 
tions, not later than the summer of 1946. 

Respectfully, 


Wim L. Crayton 


Analysis of the Proposals 


The main prize of the victory of the United 
Nations is a limited and temporary power to estab- 
lish the kind of world we want to live in. 

That power is limited by what exists and by 
what can be agreed on. Human institutions are 
conservative ; only within limits can they be moved 
by conscious choice. But after a great war some 
power of choice exists; it is important that the 
United Nations use it wisely. 

The fundamental choice is whether countries 
will struggle against each other for wealth and 
power, or work together for security and mutual 
advantage. That choice was made in principle at 
San Francisco and has since been ratified by the 
overwhelming majority of the governments con- 
cerned. The business of the immediate future is to 
give that decision the necessary body of common 
institutions and so to support those institutions 
that the experiment may succeed. 

Success requires that the United Nations work 
together in every field of common interest, in par- 
ticular the economic. The experience of coopera- 
tion in the task of earning a living promotes both 
the habit and the techniques of common effort and 
helps make permanent the mutual confidence on 
which the peace depends. The United Nations 
have therefore created not only an Economic and 
Social Council but special bodies to help them work 
together on many practical matters. Already 
there exist, or are in process of creation, agencies 
to deal with emergency relief, with currency, with 
international investment, with civil aviation, with 
labor, and with food and agriculture. 

The United Nations should also endeavor t 
harmonize their policies with respect to interna 
tional trade and employment. An International 
Trade Organization is still to be created; To this 
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end, it is now proposed that an International Con- 
ference on Trade and Employment should be called 
by the United Nations, to meet not later than the 
summer of 1946. 

The common interests of countries in world trade 
are obvious. Science and technology have enor- 
mously increased the productive powers of man. 
Limits upon human welfare are imposed today, 
not by the ultimate poverty of nature’s resources, 
but by failure to use human powers to the full. 
Among the factors which obstruct our march to- 
ward the goal of freedom from want are excessive 
restrictions on exchange and distribution. Prog- 
ress requires release from these restrictions. 

Every country has its arrangements for the or- 
ganization of production and distribution within 
its borders. To make the best use of these arrange- 
ments, countries must exchange their products. 
World trade is not only the device through which 
useful goods produced in one country are made 
available to consumers in another; it is also the 
means through which the needs of people in one 
country are translated into orders and therefore 
into jobs in another. Trade connects employment, 
produetion and consumption and facilitates all 
three. Its increase means more jobs, more wealth 
produced, more goods to be enjoyed. 

Countries should therefore join in an effort to 
release trade from the various restrictions which 
have kept it small. If they succeed in this they 
will have made a major contribution to the wel- 
fare of their peoples and to the success of their 
common efforts in other fields. 

International trade is kept small by four things: 


(1) Restrictions imposed by governments; 

(2) Restrictions imposed by private combines 
and cartels; 

(3) Fear of disorder in the markets for certain 
primary commodities ; 

(4) Irregularity, and the fear of irregularity, 
in production and employment. 


The Proposals which are herewith published 
deal with each of these problems. 


I, RELEASE FROM RESTRICTIONS IMPOSED BY 
GOVERNMENTS 

Governments have restricted the freedom of 

traders by many measures and for many reasons. 

They will continue to do so. No government is 

ready to embrace “free trade” in any absolute sense. 

Nevertheless, much can usefully be done by inter- 
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national agreement toward reduction of govern- 
mental barriers to trade. 

These barriers take many forms, A transaction 
between a willing buyer in one country and a will- 
ing seller in another may be prevented because 
the tariff of the buyer’s country creates an added 
cost too great to be borne; or because the paper- 
work required for export or import is so burden- 
some that the deal is not worth while; or because 
the seller cannot get an export license; or because 
the buyer cannot acquire the selJer’s currency to 
make a payment; or because importation is re- 
stricted by the buyer’s country to a quota which 
has been exhausted; or because it is forbidden al- 
together. Or the seller may discover that the tariff 
of the buyer’s country discriminates against him in 
favor of sellers located elsewhere. 

All these restrictions and the red tape con- 
nected with them have undoubtedly prevented 
many business transactions, cut down the total of 
world trade, and reduced to that extent the benefits 
which trade might bring to all the parties 
concerned. 

Barriers of this sort are imposed because they 
serve or seem to serve some purpose other than the 
expansion of world trade. Within limits they can- 
not be forbidden. But when they grow too high, 
and especially when they discriminate between 
countries or interrupt previous business connec- 
tions, they create bad feeling and destroy pros- 
perity. The objective of. international action 
should be to reduce them all and to state fair 
rules within which those that remain should be 
confined. 

This has often been attempted between two 
countries at a time or among several countries with 
respect to a single problem. These attempts have 
not been adequate because the many barriers are 
interdependent. Every country has its own kind 
of restriction, adapted to its own situation, and can 
hardly be expected to throw off its peculiar armor 
unless the other kinds of armor, employed by other 
countries, are thrown off at the same time. What 
is needed is a broad and yet detailed agreement, 
among many nations, dealing at one time with 
many different sorts of governmental restrictions 
upon trade, reducing all of them at once on a bal- 
anced and equitable basis, and stating rules and 
principles within which the restrictions permitted 
to remain should be administered. To prepare 
such an agreement should be one of the main tasks 
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of the International Conference on Trade and 
Employment. 

The Proposals now published afford a basis on 
which agreement might be reached. Rules are 
suggested to limit quotas and embargoes to cfre- 
fully defined cases and to avoid discrimination in 
their application. Provision is made for the sub- 
stantial reduction of tariffs and the elimination of 
tariff preferences. Subsidies, especially subsidies 
on exports, would be brought under supervision. 
Local taxes on imported products would be limited 
to rates no higher than those levied on like prod- 
ucts produced at home. Agencies of governments 
conducting foreign trade would be asked to give 
fair treatment to the commerce of friendly states, 
to make their purchases and sales on economic 
grounds, and to avoid using a monopoly of im- 
ports to afford excessive protection to domestic pro- 
ducers. On these and other points the Proposals 
try to state fair principles acceptable to all and 
of benefit to all. 

The proof of any principle is in its application. 
Therefore, effective preparation for the Conference 
must include detailed negotiations on trade bar- 
riers to commence as soon as possible. These 
negotiations should get down to cases, seeking to 
reduce tariffs, to eliminate preferences, and to 
lighten or remove other barriers to trade, whatever 
they may be. 

In the United States, such negotiations are con- 
ducted under the Reciprocal Trade Agreements 
Act, which was renewed by Congress in June 1945 
with an increase of the authority conferred upon 
the President. The use of that authority is one of 
the most important contributions which the United 
States can make to the success of the Conference. 

Accordingly, this country should undertake ne- 
gotiations under the Trade Agreements Act with 
several other governments as soon as a mutually 
satisfactory basis can be found, the required notices 
published, the statutory public hearings held, and 
their results considered. These negotiations can- 
not practicably be conducted with all countries at 
the same time, but the effort should be to get for- 
ward with the work, commencing before the gen- 
eral Conference convenes and continuing until 
every friendly country has participated in the 
enterprise. 

Together, if they will, the countries of the world 
now have it in their power to free their trade from 
excessive governmental barriers. When that hap- 
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pens and to the extent that it happens, more ships 
will sail with fuller cargoes, more men will be em- 
ployed, more goods will be produced, and more 
people will have better things to eat and wear and 
otherwise consume. 


II. RELEASE FROM RESTRICTIONS IMPOSED BY 
PRIVATE COMBINES AND CARTELS 

Trade may also be restricted by business inter- 
ests in order to obtain the unfair advantage of 
monopoly. 

In many lines this has not happened, but in 
others, as experience discloses, firms have banded 
together to restrain competition by fixing common 
selling prices, by dividing the world into exclusive 
markets, by curtailing production, by suppressing 
technology and invention, by excluding their rivals 
from particular fields, and by boycotting outsiders. 
These practices destroy fair competition and fair 
trade, damage new businesses and small businesses, 
and levy an unjust toll upon consumers. Upon 
occasion, they may be even more destructive of 
world trade than are restrictions imposed by gov- 
ernments. 

Goods can surmount a tariff if they pay the 
duty; they can enter despite a quota if they are 
within it. But when a private agreement divides 
the markets of the world among the members of a 
cartel, none of those goods can move between the 
zones while the contract is in force. Clearly, if 
trade is to increase as a result of the lightening of 
government restrictions, the governments con- 
cerned must make sure that it is not restrained by 
private combinations. 

The Proposals therefore contemplate that coun- 
tries will act, individually and cooperatively, to 
curb those restrictive business practices in interna- 
tional trade which interfere with the objectives of 
increased production and trade, access on equal 
terms to markets and raw materials, and high levels 
of employment and real income. 

To this end, it is suggested that a special agency 
be established within the International Trade Or- 
ganization to receive complaints concerning re 
strictive practices of international combines and 
cartels, to obtain and examine the facts which are 
relevant to such cases, and to advise the Organiza- 
tion as to the remedies that may be required. 

Enforcement against private violators neces- 


sarily rests with member governments. It will be 


the function of the Organization to recommend to 
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these governments that they take action under their 
own laws and procedures. In the United States, 
enforcement would continue to be by judicial pro- 
ceedings under the antitrust laws. 


III. RELEASE FROM FEAR OF DISORDER IN THE 
MARKETS FOR PRIMARY COMMODITIES 

After a great war there is danger of violent and 
rapid movement in the markets for primary com- 
modities. The production of some things has been 
increased enormously to meet a war demand or to 
replace sources of production cut off by enemy 
action. Some time after the end of the fighting, 
the war demand subsides, goods held by the armies 
are returned to normal channels, and old sources 
of production come back into the markets and add 
to supplies. There is suddenly too much of some 
commodities and the prices react accordingly. 
Many countries learned after the last war that 
such changes can be devastating. 

If the Proposals so far discussed can be put into 
effect, a great advance will have been made toward 
increasing trade and business activity. The result- 
ing expansion of incomes and consumption should 
go a long way toward enlarging the demand for 
primary commodities. The best cure for any sur- 
plus is more money in the pockets of consumers. 
And general prosperity will make it easier for 
people caught by a particular failure of demand 
to shift to other lines where opportunities are 
better. 

Such shifts are occurring all the time in any 
progressive society. Public policy should not 
seek to prevent them, for they are a necessary 
part of the process by which the economy meets 
the changing needs of the people. But if the 
changes come too fast they may bring serious dis- 
tress to many small producers and to their com- 
munities. It is important that the needed changes 
be made gradually. 

When excess supplies threaten, the first effort 
obviously should be to increase consumption. But 
if study discloses that that cannot be done rapidly 
enough to be effective, other measures may be 
needed. And since action by one country is quite 
likely to affect producers and consumers in another, 
there should be consultation between governments. 

Consultation may result in a proposal for an in- 
tergovernmental commodity agreement. Such 
agreements are not intended to freeze existing pat- 
terns of production, but rather to provide a pro- 
gram of adjustment and a period of time within 
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which the essential changes can be made without 
undue hardship. 

During the transition, it may be necessary to 
restrict production or exports, to fix prices, or to 
allocate shares of markets among producing coun- 
tries. Controls of this sort should not be applied 
in any case unless the need is real and serious, af- 
fecting many people, and not curable by the nor- 
mal process of competition. And when they are 
set up they should be strictly temporary, lasting 
no longer than required to carry out the necessary 
shifts. Their purpose is not to protect vested in- 
terests, but to prevent widespread distress during 
the course of necessary change. 

Intergovernmental restrictions on production or 
on exports might be used—like international car- 
tels—to take unfair advantage of consumers. 
Therefore the Proposals recommend adherence 
to the rule that consuming countries be entitled 
to participate along with producers in the original 
consideration of such agreements and be entitled 
also to an equal voice in their administration. Fur- 
thermore, there should be full publicity about each 
scheme and all its operations, in order that the 
world may make sure that it is managed in the 
general interest. 


IV. RELEASE FROM FEAR OF IRREGULARITY IN 
PRODUCTION AND EMPLOYMENT 


Every country will seek so to manage its own 
affairs that its business life will be free from vio- 
lent depressions. The object of international ac- 
tion should be to insure that these national efforts 
reinforce each other and do not cancel out. 

The industrial activity of every country is af- 
fected by the size and the regularity of its orders 
from abroad. When industry in any country slows 
down and its purchases of foreign materials are 
cut, the effects are felt in every corner of the globe. 
Full and regular production at home, with in- 
creased participation in world trade, is the great- 
est boon which any people can confer upon pro- 
ducers throughout the world. 

It is important, however, that nations should not 
seek to obtain full employment for themselves by 
exporting unemployment to their neighbors. To 
seek employment by prohibiting imports or by 
subsidizing exports would be harmful and self- 
defeating. The business of the Conference, there- 
fore, should be to establish general agreement that 
each country will seek, on its own account, to main- 





918 


tain full and regular production, that it will not 
do so by using measures which would damage other 
countries or prevent the expansion of world trade, 
and that all countries will cooperate in exchanging 
information and participate in consultations with 
respect to anti-depression policies. 


V. AN INTERNATIONAL TRADE ORGANIZATION 


Arrangements on this scale clearly require, for 
their successful operation, both an international 
forum where they may be discussed and im- 
proved and an international staff to assist in their 
administration. 

The Proposals therefore suggest that an Inter- 
national Trade Organization be created, to stand 
beside the existing international agencies dealing 
with currency, investment, agriculture, labor, and 
civil aviation. It should have a constitution much 
like those of the other agencies set up by the 
United Nations, with enough internal specializa- 
tion to enable it to perform the tasks assigned to 
it in dealing with trade barriers, restrictive busi- 
ness practices, and international commodity ar- 
rangements. Detailed suggestions on this matter 
are contained in the Proposals. 

The Organization should be designed as the cen- 
tral international agency to deal with trade. It 
should be brought into relation with the Economic 
and Social Council in the manner provided in the 
Charter of the United Nations. 


The Proposals reflect awareness that we live in a 
world of many countries with a variety of eco- 
nomic systems. They seek to make it possible for 
those systems to meet in the market-place without 
conflict, thus to contribute each to the other’s pros- 
perity and welfare. In no case do they impinge 
upon sovereign independence, but they do recog- 
nize that measures adopted by any country may 
have effects abroad and they suggest for general 
adoption fair rules of mutual tolerance. 

The p* ‘pose is to make real the principle of 
equa  e .s to the markets and the raw materials 
of the world, so that the varied gifts of many 
peoples may exert themselves more fully for the 
common good. The larger purpose is to contribute 
to the effective partnership of the United Nations, 
to the growth of international confidence and 
solidarity, and thus to the preservation of the 


peace. 
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Text of the Proposals 


A. NEED FOR INTERNATIONAL ECONOMIC 
COOPERATION 

1. Collective measures to safeguard the peoples 
of the world against threats to peace and to reach 
just settlements of disputes among nations must be 
based not only on international machinery to deal 
directly with disputes and to prevent aggression, 
but also on economic cooperation among nations 
with the object of preventing and removing eco- 
nomic and socia! maladjustments, of achieving 
fairness and equity in economic relations between 
states, and of raising the level of economic well- 
being among all peoples. 

2. Important contributions have already been 
made toward the attainment of these objectives, 
The Food and Agriculture Organization of the 
United Nations has been established. An Inter- 
national Monetary Fund to maintain reasonable 
exchange stability and facilitate adjustment in the 
balance of payments of member countries, and an 
International Bank for Reconstruction and De- 
velopment to provide financial resources on 4 
cooperative basis for those purposes are awaiting 
the action of governments required for their 
establishment. 

3. In order to reach the objectives of the Atlanti¢ 
Charter and Article VII of the mutual-aid agree- 
ments, it is essential that the cooperative economie 
measures already taken or recommended be supple- 
mented by further measures dealing directly with 
trade barriers and discriminations which stand in 
the way of an expansion of multilateral trade and 
by an undertaking on the part of nations to seek 
full employment. 

4. Cooperative action with respect to trade and 
employment is indispensable to the success of such 
other measures as those dealing with monetary and 
exchange stability and the flow of investment cap- 
ital. Effective action in regard to employment 
and to trade barriers and discriminations must, 
therefore, be taken or the whole program of inter- 
national economic cooperation will fail, and an eco- 
nomic environment conducive to the maintenance 
of peaceful international relations will not be 
created. 


B. PROPOSALS CONCERNING EMPLOYMENT 


Since high and stable levels of employment are 
a necessary condition for an enlarged volume of 
trade, and since problems of trade and employ- 
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ment are to be considered jointly at an interna- 
tional conference, the following propositions are 
advanced. 


Governing Principles 
1. It is recognized that: 


a. In all countries high and stable employment 
is a main condition for the attainment of satis- 
factory levels of living. 

b. The attainment of approximately full em- 
ployment by the major industrial and trading na- 
tions, and its maintenance on a reasonably assured 
basis, are essential to the expansion of interna- 
tional trade on which the full prosperity of these 
and other nations depends; to the full realization 
of the objectives of all liberal international agree- 
ments in such fields as commercial policy, com- 
modity problems, restrictive business practices, 
monetary stabilization, and investment ; and, there- 
fore, to the preservation of world peace and 
security. 


2. Domestic programs to expand employment 
should be consistent with realization of the pur- 
poses of liberal international agreements and 
compatible with the economic well-being of other 
nations. 

3. It is recognized that the adoption of the 
Bretton Woods Agreements and of measures to 
reduce restrictions on trade will contribute sub- 
stantially to the maintenance of productive 
employment. 

4. The United Nations have pledged, in the 
Charter of the United Nations Organization, to 
take joint and separate action in cooperation with 
the Organization to achieve the economic and social 
purposes of the United Nations,’ including 
higher standards of living, full employment, 
and conditions of economic and social progress 
and development. 


Effectuation of Aims 


There should be an undertaking that: 


1. Each of the signatory nations will take action 
designed to achieve and maintain full employment 
within its own jurisdiction, through measures ap- 
propriate to its political and economic institutions. 

2. No nation will seek to maintain employment 
through measures which are likely to create un- 
employment in other countries or which are in- 
compatible with international undertakings de- 
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signed to promote an expanding volume of inter- 
national trade and investment in accordance with 
comparative efficiencies of production. 

3. Signatory nations will make arrangements, 
both individually and collaboratively under the 
general sponsorship of the Economic and Social 
Council of the United Nations Organization, for 
the collection, analysis, and exchange of informa- 
tion on employment problems, trends, and policies. 

4. Signatory nations will, under the general 
sponsorship of the Economic and Social Council, 
consult regularly on employment problems and 
hold special conferences in case of threat of wide- 
spread unemployment. 


C. PROPOSALS CONCERNING AN INTERNATIONAL 
TRADE ORGANIZATION 


Need for an International Trade Organization 


1. Measures designed to effect an expansion of 
trade are essential because of their direct contribu- 
tion to maximum levels of employment, produc- 
tion and consumption. Since such expansion can 
only be attained by collective measures, in con- 
tinuous operation and adaptable to economic 
changes, it is necessary to establish permanent ma- 
chinery for international collaboration in matters 
affecting international commerce, with a view to 
continuous consultation, the provision of expert 
advice, the formulation of agreed policies, pro- 
cedures and plans, and to the development of 
agreed rules of conduct in regard to matters affect- 
ing international trade, 

2. It is accordingly proposed that there be cre- 
ated an International Trade Organization of the 
United Nations, the members of which would un- 
dertake to conduct their international commercial 
policies and relations in accordance with agreed 
principles to be set forth in the articles of the 
Organization. These principles, in order to make 
possible an effective expansion of world produc- 
tion, employment, exchange, and consumption, 
should: 


a. Provide an equitable basis for dealing with 
the problems of governmental measures affecting 
international trade; 

b. Provide for the curbing of restrictive trade 
practices resulting from private international busi- 
ness arrangements; and 

ec. Govern the institution and operation of inter- 
governmental commodity arrangements. 
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Proposed International Trade Organization 


There follows an outline of the principles which 
it is proposed should be incorporated in the articles 
of the Organization. 


CrHaprer I 


Purposes 
The purposes of the Organization should be: 


1. To promote international commercial coop- 
eration by establishing machinery for consultation 
and collaboration among member governments re- 
garding the solution of problems in the field of 
international commercial policies and relations. 

2. To enable members to avoid recourse to meas- 
ures destructive of world commerce by providing, 
on a reciprocal and mutually advantageous basis, 
expanding opportunities for their trade and eco- 
~nomic development. 

3. To facilitate access by all members, on equal 
terms, to the trade and to the raw materials of the 
world which are needed for their economic pros- 
perity. 

4. In general, to promote national and inter- 
national action for the expansion of the produc- 
tion, exchange and consumption of goods, for the 
reduction of tariffs and other trade barriers, and 
for the elimination of all forms of discriminatory 
treatment in international commerce; thus con- 
tributing to an expanding world economy, to the 
establishment and maintenance in all countries of 
high levels of employment and real income, and to 
the creation of economic conditions conducive to 
the maintenance of world peace. 


Cuapter II 
Membership 


The original members of the Organization 
should be those countries participating in the Con- 
ference on Trade and Employment which accept 
membership. 


Cuaprer IIT 
General Commercial Policy 
Section A. General Commercial Provisions 
Members should undertake: 


1. To accord to products imported from other 
members treatment no less favorable than that ac- 
corded to domestic products with regard to matters 
affecting the internal taxation and regulation of 
the trade in goods. 
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2. To provide, for products in transit through 
their territories, coming from or going to other 
members, freedom from customs and transit duties, 
from unreasonable transit charges, and from dis. 
criminatory treatment of all kinds. 

8. To subscribe to a general definition of the 


circumstances under which antidumping and coun- 


tervailing duties may properly be applied to prod- 
ucts imported from other members. 

4. To give effect, as soon as practicable, to agreed 
principles of tariff valuation designed to assure 
the use of true commercial values as a basis for 
assessing duties, and to cooperate with other mem- 
bers and with the Organization in working out 
internationally acceptable valuation procedures of 
a standardized character. 

5. To give effect, as soon as practicable, to agreed 
principles looking toward the simplification of 
customs formalities witli a view to eliminating un- 
necessary requirements which afford an india 
protection to domestic products. 

6. To eliminate excessive requirements regarding 
marks of origin in so far as they affect produets 
imported from other members. 

7. To refrain from governmentally financed or 
organized boycotts or campaigns designed to dis- 
courage, directly or indirectly, importation or con- 
sumption of products of other members. 

8. To provide for adequate publicity regarding 
laws and regulations affecting foreign trade, and 
to maintain or establish national tribunals of an 
independent character to review and correct ad- 
ministrative customs action. 

9. To transmit to the Organization appropriate 
trade information and statistics. 

10. To cooperate with the Organization and with 
other members in carrying out or implementing 
the articles of the Organization. 


Section B. Tariffs and Preferences 


1. Import tariffs and preferences. In the light 
of the principles set forth in Article VII of the 
mutual aid agreements, members should enter into 
arrangements for the substantial reduction of tar 
iffs and for the elimination of tariff preferences, 
action for the elimination of tariff preferences be 
ing taken in conjunction with adequate measure 
for the substantial reduction of barriers to world 
trade, as part of the mutually advantageous at 
rangements contemplated in this document. 

As an initial step in the process of eliminating 
tariff preferences it should be agreed that: 
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a. Existing international commitments will not 
be permitted to stand in the way of action agreed 
upon with respect to tariff preferences. 

b. All negotiated reductions in most-favored- 
nation tariffs will operate automatically to reduce 
or eliminate margins of preference. 

c. Margins of preference on any product will in 
no case be increased and no new preferences will 
be introduced. 


9. Export tariffs and preferences. Export du- 
ties should be open to negotiation in the same way 
as import duties. Members should undertake not 
to impose or maintain export duties which differ- 
entiate by reference to the destinations to which 
the goods are exported. 

3. Emergency action. Commitments with re- 
gard to tariffs should permit countries to take 
temporary action to prevent sudden and wide- 
spread injury to the producers concerned. Under- 
takings for reducing tariffs should therefore con- 
tain an escape clause to cover such contingencies. 


Section C, Quantitative Trade Restrictions 


1. General elimination of quantitative restric- 
tions. Except as provided for elsewhere in this 
Chapter, members should undertake not to main- 
tain any quotas, embargoes, or other quantitative 
restrictions on their export or import trade with 
other members. This undertaking should not, 
however, apply to the following: 

a. Import and export prohibitions or restric- 
tions, imposed during the early postwar transi- 
tional period, which are essential to (a) the efficient 
use of shipping space in short supply, (0) the 
equitable international distribution of products in 
short supply, or (c) the orderly liquidation of tem- 
porary surpluses of government stocks accumulated 
as a result of the war. Such prohibitions and re- 
strictions should be removed not later than three 
years after the close of hostilities, but provision 
should be made whereby this period may be ex- 
tended with the concurrence of the Organization. 

b. Export prohibitions or restrictions tempora- 
rily imposed to relieve conditions of distress in the 
exporting country caused by severe shortages of 
foodstuffs or other essential products. 

e. Export prohibitions or restrictions necessary 
to the application of suitable standards for the 
classification and grading of commodities in inter- 
national commerce. 
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d. Export or import quotas imposed under in- 
tergovernmental commodity agreements conform- 
ing to the principles set forth in Chapter V. 

é. import quotas on agricultural products, im- 
ported in any form, necessary to the enforcement 
of governmental measures which operate (a) to 
restrict the quantities of like domestic products 
which may be marketed or produced, or (6) to 
remove a temporary surplus of like domestic prod- 
ucts by making such surpluses available to certain 
groups of domestic consumers free of charge or at 
prices below the current market level. Such 
quotas should not be more restrictive than neces- 
sary, should be removed as soon as they cease to 
be necessary for the purposes of this subparagraph, 
and should be made the subject of periodic consul- 
tation with the Organization. If such quotas are 
allocated among sources of supply, they should be 
allocated fairly, on the basis of imports during 
a previous representative period, account being 
taken in so far as practicable of any special factors 
which may have affected or which may be affecting 
the trade in the product concerned. Import 
quotas imposed under (a) of this subparagraph 
should not be such as would reduce imports rela- 
tively to domestic production as compared with 
the proportion prevailing in a previous repre- 
sentative period, account being taken in so far as 
practicable of any special factors which may have 
affected or which may be affecting the trade in the 
product concerned. 


2. Restrictions to safeguard the balance of pay- 
ments. Members confronted with an adverse bal- 
ance of payments should be entitled to impose 
quantitative import restrictions as an aid to the 
restoration of equilibrium in the balance of pay- 
ments. This provision should be operative under 
conditions and procedures to be agreed upon. 
These conditions and procedures 


a. should set forth criteria and requirements in 
the light of which balance-of-payments restrictions 
might be imposed ; 

6. should, as regards the use of such restrictions 
in the post-war transitional period, be framed on 
principles which would be designed to promote 
the maximum development of multilateral trade 
during that period and which in no event would 
be more restrictive of such trade than the prin- 
ciples applicable, under Article XIV of the 
International Monetary Fund Agreement, to the 
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use of exchange restrictions in the transitional 
period ; 

c. should provide for the determination of the 
transitional period for the purposes of subpara- 
graph b above, by a procedure analogous to that 
contained in Article XIV of the International 
Monetary Fund Agreement ; 

d. should provide for the full application of 
nondiscrimination in the use of such restrictions 
after the transitional period; and 

e. should make appropriate provision for inter- 
national consultation regarding balance-of-pay- 
ments restrictions, whether imposed during the 
transitional period or thereafter. 


3. Equality of treatment. Quantitative restric- 
tions imposed on balance-of-payments grounds 
should be deemed nondiscriminatory if they are 
administered on a basis which does not discrimi- 
nate among sources of supply in respect of any im- 
ported product. 

a. In the case of restrictions imposed in the 
form of quotas, members imposing such quotas 
should publish the global amounts or values of the 
various products which will be permitted to be im- 
ported during a specified future period. Any allo- 
cation of such quotas among sources of supply 
should be based in so far as practicable upon the 
proportion of the total imports of the product in 
question supplied by the various member countries 
in a previous representative period, account being 
taken of any special factors which may have af- 
fected or which may be affecting the trade in that 
product. 

b. In the case of restrictions not imposed in the 
form of quotas, the member imposing the restric- 
tions should undertake to provide, upon the re- 
quest of any other member having an interest in 
the product concerned, all relevant information as 
to the administration of the restriction, including 
information as to the import licenses granted over 
a past period and the distribution of such licenses 
among sources of supply. 

ce. Any member should be entitled to raise with 
the Organization the question as to whether an- 
other member was imposing balance-of-payments 
restrictions, whether in the form of quotas or other- 
wise, in a manner not in harmony with the guid- 
ing principles stated above or in a manner which 
unnecessarily injured its commerce, and the mem- 
ber imposing the restrictions should undertake in 
these circumstances to discuss the grounds on which 
it had acted. 
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4. Inconvertible currencies. The undertakings 
set forth in paragraph 3, above, should not apply 
in cases in which their application would have the 
effect of preventing a member from utilizing incon- 
vertible currencies for buying needed imports. 

5. Scarce currencies and currencies of territories 
having a common quota in the Monetary Fund, 
Members should not be precluded by this Section 
from applying quantitative restrictions a) in pur- 
suance of action which they may take under Ar- 
ticle VII of the International Monetary Fund 
Agreement, relating to scarce currencies, or 6) in 
a manner designed to maintain the par value of the 
currencies of territories having a common quota in 
the Monetary Fund, in accordance with Article 
XX, Section 4 (g) of that Agreement. 

6. Application of quantitative restrictions by 
state-trading organizations. The provisions of 
this Section relating to quantitative restrictions on 
imports for balance-of-payments reasons should 
apply equally to the restriction of imports by 
state-trading organizations for the same reasons, 


Section D. Subsidies 

1. Subsidies in general. Subject to the provi- 
sions of paragraphs 2 and 3, below, members grant- 
ing any subsidy which operates to increase ex- 
ports or reduce imports should undertake to keep 
the Organization informed as to the extent and 
nature of the subsidy, as to the reason therefor 
and as to the probable effects on trade. They 
should also be prepared, in cases where, under 
procedures approved by the Organization, it is 
agreed that serious injury to international trade 
threatens to result from the operation of the sub- 
sidy, to discuss with other members or with the 
Organization possible limitations on the quantity 
of the domestic product subsidized. In this para- 
graph, the term “subsidy” includes any form of 
internal income or price support. 

2. Export subsidies. Subject to the provisions 
of paragraph 8, below, members should undertake 
not to take any action which would result in the 
sale of a product in export markets at a price 
lower than the comparable price charged for the 
like product to buyers in the home market, due 
allowance being made for differences in conditions 
and terms of sale, for differences in taxation, and 
for other differences affecting price comparability. 
This undertaking should take effect, at latest, 
within 3 years of the establishment of the Organi- 
zation. If at the end of that time any member 
considers itself unable to comply with the under- 
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taking in respect of any particular commodity or 
commodities, it should inform the Organization, 
with an explanation of the reasons. It should 
then be decided by consultation among the inter- 
ested members under procedures approved by the 
Organization whether there should be some 
further extension of time for the member desiring 
it in respect of the commodity or commodities 
concerned. 
3. Commodities in surplus supply. 


a. When it is determined, in accordance with 
procedures approved by the Organization, that a 
commodity is, or is likely to become in burdensome 
world surplus, the members which are important 
producers or consumers of the commodity should 
agree to consult together with a view to promoting 
consumption increases, to promoting the reduction 
of production through the diversion of resources 
from uneconomic production, and to seeking, if 
necessary, the conclusion of an intergovernmental 
commodity arrangement in accordance with the 
principles of Chapter V. 

b. If, however, within a reasonable time to be 
agreed upon, such steps should fail of their object, 
the provisions of paragraphs 1 and 2, above, 
should cease to apply to such product until such 
time as it has been agreed under procedures ap- 
proved by the Organization that those provisions 
should be reapplied to it. 

c. With regard to any export subsidies which 
may be imposed under subparagraph (0), no mem- 
ber should employ such subsidies so as to enlarge 
its share of the world market, as compared with the 
share prevailing in a previous representative pe- 
riod. The question as to what period would be 
representative in respect of the particular product 
concerned should be a subject for international 
consultation through the Organization. 


Section E. State Trading 

1. Equality of treatment. Members engaging 
in state trading in any form should accord equality 
of treatment to all other members. To this end, 
members should undertake that the foreign pur- 
chases and sales of their state-trading enterprises 
shall be influenced solely by commercial considera- 
tions, such as price, quality, marketability, trans- 
portation and terms of purchase or sale. 

2. State monopolies of individual products. 
Members maintaining a state monopoly in respect 
of any product should undertake to negotiate, in 
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the manner contemplated for tariffs, the maximum 
protective margin between the landed price of 
the product and the price at which the product 
(of whatever origin, domestic or foreign) is sold 
in the home market. Members newly establishing 
such monopolies should agree not to create protec- 
tive margins greater than the tariffs which may 
have been negotiated in regard to those products. 
Unless the product is subject to rationing, the 
monopoly should offer for sale such quantities 
of the product as will be sufficient to satisfy the 
full domestic demand. 

3. Complete state monopolies of foreign trade. 
As the counterpart of tariff reductions and other 
actions to encourage an expansion of multilateral 
trade by other members, members having a com- 
plete state monopoly of foreign trade should under- 
take to purchase annually from members, on the 
nondiscriminatory basis referred to in paragraph 
1, above, products valued at not less than an aggre- 
gate amount to be agreed upon. This global pur- 
chase arrangement should be subject to periodic 
adjustment in consultation with the Organization. 


Section F. Exchange Control 


1. Relation to the International Monetary Fund. 
In order to avoid the imposition of trade restric- 
tions and discriminations through exchange tech- 
niques, the members of the International Trade 
Organization should abide by the exchange prin- 
ciples established pursuant to the Articles of 
Agreement of the International Monetary Fund 
and for this reason it should be required that the 
Organization and the Fund lave a common 
membership. 

2. Equality of eachange treatment. Members 
maintaining or establishing exchange restrictions 
should undertake to accord to the trade of other 
members the equality of treatment with respect to 
all aspects of such restrictions required under the 
provisions of the Articles of Agreement of the 
International Monetary Fund or, in cases where 
the approval of the Fund is required, the equality 
of treatment prescribed by the Fund after consul- 
tation with the International Trade Organization. 


Section G. General Exceptions 


The undertakings in this Chapter should not be 
construed to prevent members from adopting or 
enforcing measures: 


1. necessary to protect public morals; 
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2. necessary to protect human, animal or plant 
life or health; 

3. relating to the traffic in arms, ammunition and 
implements of war, and, in exceptional 
circumstances, all other military supplies ; 

4, relating to the importation or exportation of 
gold or silver; 

5. necessary to induce compliance with laws or 
regulations, such as those relating to cus- 
toms enforcement, deceptive practices, 
and the protection of patents, trademarks 
and copyrights, which are not inconsistent 
with the purposes of the Organization; 

. relating to prison-made goods; 

7. imposed for the protection of national treas- 
ures of artistic, historic or archaeological 
value; 

8. undertaken in pursuance of obligations for 
the maintenance of peace and security ; or 

9. imposed, in exceptional cases, in accordance 
with a recommendation of the Organiza- 
tion formulated in accordance with cri- 
teria and procedures to be agreed upon. 


oO 


Section H. Territorial Application of Chapter IIT 


1. Customs territories. 'The provisions of Chap- 
ter III should apply to the customs territories of 
the members. If any member has more than one 
customs territory under its jurisdiction, each 
customs territory should be considered a separate 
member for the purpose of applying the provisions 
of Chapter ITI. 

2. Frontier trafic and customs unions. The 
provisions of Chapter III should not prevent any 
member a) from according advantages to adjacent 
countries in order to facilitate frontier traffic or 6) 
from joining a customs union, provided that such 
customs union meets certain agreed criteria. Mem- 
bers proposing to join a customs union should 
consult with the Organization and should make 
available to it such information as would enable it 
to make appropriate reports and recommendations. 


CuHapTer IV 
Restrictive Business Practices 


1. Curbing of restrictive business practices. 
There should be individual and concerted efforts 
by members of the Organization to curb those 
restrictive business practices in international trade 
(such as combinations or agreements to fix prices 
and terms of sale, divide markets or territories, 
limit production or exports, suppress technology 
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or invention, exclude enterprises from particular 
fields, or boycott or discriminate against particular 
firms) which have the effect of frustrating the 
objectives of the Organization to promote expan- 
sion of preduction and trade, equal access to 
markets and raw materials, and the maintenance 
in all countries of high levels of employment and 
real income. 

2. Cooperation among members. In order to 
achieve the purposes of paragraph 1, the Organiza- 
tion should be charged with the furtherance of 
this objective. The Organization should receive 
complaints from any member (or, with the per- 
mission of the member, from commercial enter- 
prises within its jurisdiction who allege that their 
interests are affected), that the objectives of the 
Organization are being frustrated by a private in- 
ternational combination or agreement. The Or- 
ganization should be empowered to call upon any 
member to provide information relevant to such a 
complaint; it should consider such data and, if 
warranted, make recommendations to the appro- 
priate members for action in accordance with their 
respective laws and procedures; it should be em- 
powered to request reports from members as to 
their actions in implementing such recommenda- 
tions, and to report thereon. The Organization 
should also be authorized, within the scope of its 
subject matter, to conduct studies, to make recom- 
mendations concerning uniform national stand- 
ards, and to call conferences of member states for 
purposes of general consultation. 

3. Continued effectiveness of national laws and 
regulations directed against restrictive business 
practices. Any act or failure to act on the part of 
the Organization should not preclude any member 
from enforcing within its own jurisdiction any 
national statute or decree directed toward the elim- 
ination or prevention of restrictive business prac- 
tices in international trade. 

4. Special enforcement arrangements. It should 
be provided that members may, by mutual accord, 
cooperate in measures for the purpose of making 
more effective any remedial order which has been 
issued by a duly authorized agency of another 
member, 


Craprer V 
Intergovernmental Commodity Arrangements 
The production of, and trade in, primary com- 
modities is exposed to certain difficulties different 
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in character from those which generally exist in 
the case of manufactured goods; and these diffi- 
culties, if serious, may have such widespread re- 
percussions as to prejudice the prospect of the 
general policy of economic expansion. Members 
should therefore agree upon the procedure which 
should be adopted to deal with such difficulties. 
1. Special commodity studies. 


a. Special studies should be made in accordance 
with the procedure set forth in }, below, of the po- 
sition of particular commodities of which excess 
supplies exist or are threatened, to the end that, 
if possible, consumption may be increased and the 
anticipated difficulties may thereby be averted. 

b. Members substantially interested in the pro- 
duction or consumption of a particular commodity 
should be entitled, if they consider that special dif- 
ficulties exist or are expected to arise regarding 
that commodity, to ask that a special study of that 
commodity be made, and the Organization, if it 
finds that these representations are well founded, 
should invite the members principally concerned 
in the production or consumption of that com- 
modity to appoint representatives to a Study 
Group to make a special study of that commodity. 


2. Intergovernmental commodity conferences. 
If it is concluded, in the light of an investigation 
of the root causes of the problem, that measures 
for increasing the consumption of a commodity 
are unlikely to operate quickly enough to prevent 
excess supplies of the commodity from accumulat- 
ing, the members may ask the Organization to con- 
vene an intergovernmental conference for the pur- 
pose of framing an intergovernmental commodity 
agreement for the commodity concerned. 

3. Objectives of intergovernmental commodity 
agreements. It should be recognized that inter- 
governmental commodity agreements involving re- 
strictions on production or trade would be justified 
in the circumstances stated in paragraph 2 above 
to achieve the following objectives: 


a. To enable member countries to find solutions 
to particular commodity problems without resort- 
ing to unilateral action that tends to shift the 
burden of their problems to other countries. 

b. To prevent or alleviate the serious economic 
problems which may arise when, owing to the dif- 
ficulties of finding alternative employment, pro- 
duction adjustments cannot be effected by the free 
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play of market forces as rapidly as the circum- 
stances require. 

ce. To provide a period of transition which will 
afford opportunities for the orderly solution of 
particular commodity problems by agreement be- 
tween member governments upon a program of 
over-all economic adjustments designed to promote 
a shift of resources and manpower out of over- 
expanded industries into new and productive 
occupations. 


4. Principles of intergovernmental commodity 
agreements. Members should undertake to adhere 
to the following principles governing the institu- 
tion of intergovernmental commodity agreements: 


a. Members having an interest in the production 
or consumption of any commodity for which an 
intergovernmental commodity agreement is pro- 
posed, should be entitled to participate in the con- 
sideration of the proposed agreement. ' 

b. Members should undertake not to enter into 
intergovernmental commodity agreements involv- 
ing the limitation of production or exports or the 
allocation of markets, except after: 


1) Investigation by the Study Group of the root 
causes of the problem which gave rise to 
the proposal ; 

2) Determination, in accordance with proce- 
dures approved by the Organization; 
either : 

a) that a burdensome surplus of the product 
concerned has developed or is develop- 
ing in international trade and is ac- 
companied by widespread distress to 
small producers accounting for a sub- 
stantial proportion of the total output 
and that these conditions cannot be 
corrected by the normal play of com- 
petitive forces because, in the case of 
the product concerned, a substantial re- 
duction of price leads neither to a sig- 
nificant increase in consumption nor to 
a significant decrease in production ; or 

b) that widespread unemployment, unrelated 
to general business conditions, has de- 
veloped or is developing in respect 
of the industry concerned and that such 
unemployment cannot be corrected by 
the normal play of competitive forces 
rapidly enough to prevent widespread 
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and undue hardship to workers because, 
in the case of the industry concerned, 
i) a substantial reduction of price does 
not lead to a significant increase in 
consumption but leads, instead, to the 
reduction of employment, and ii) the 
resulting unemployment cannot be 
remedied by normal processes of reallo- 
cation ; 


8) Formulation and adoption by members of a 
program of economic adjustment believed 
to be adequate to insure substantial prog- 
ress toward solution of the problem 
within the time limits of the agreement. 


c. Intergovernmental agreements involving the 
limitation of production or exports or the alloca- 
tion of markets in respect of fabricated products 
should not be resorted to unless the Organization 
finds that exceptional circumstances justify such 
action. Such agreements should be subject to the 
principles set forth in this Chapter, and, in addi- 
tion, to any other requirements which the Organi- 
zation may establish. 


5. Operation of commodity agreements. Mem- 
bers should undertake to adhere to the following 
principles governing the operation of intergovern- 
mental commodity agreements: 


a. The agreements should be open to accession 
by any member on terms not less favorable than 
those accorded to members parties thereto. 

6. The members adhering to such agreements 
which are largely dependent for consumption on 
imports of the commodity involved should, in any 
determinations made relating to the regulation of 
prices, trade, stocks, or production, have together 
a voice equal to those largely interested in obtain- 
ing export markets for their production. 

c. The agreements should, when necessary, con- 
tain provisions for assuring the availability of sup- 
plies adequate at all times for world consumption 
requirements at reasonable prices. 

d. The agreements should, with due regard to 
the transitional need for preventing serious eco- 
nomic and social dislocation, make appropriate 
provision to afford increasing opportunities for 
satisfying world requirements from sources from 
which such requirements can be supplied most 
effectively. 


6. Termination and renewal of commodity 
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agreements. Intergovernmental commodity agree- 
ments should not remain initially in effect for 
more than five years. The. renewal of an agree 


ment should be subject to the principles governing 
new agreements set forth in paragraph 4, above, 


and to the additional principle that either @) sub. 
stantial progress toward a solution of the under. 
lying problem shall have been accomplished during 
the initial period of the agreement or that 5) the 
renewed agreement is so revised as to be effective 
for this purpose. 

7. Review of commodity agreements. Members 
should undertake to transmit to the Organization, 
for review, intergovernmental commodity agree- 
ments in which they now participate or in which 
they propose to participate in the future. Mem- 
bers should also transmit to the Organization ap- 
propriate information regarding the formulation, 
provisions and operation of such agreements. 

8. Publicity. Full publicity should be given to 
any commodity agreement proposed or concluded, 
to the statements of considerations and objectives 
advanced by the proposing members, to the 
operation of the agreements, and to the nature 
and development of measures adopted to cor 
rect the underlying situation which gave rise to the 
agreement. 

9. Exceptions. The provisions of Chapter V are 
not designed to cover international agreements 
relating to the protection of public morals; the 
protection of human, animal or plant life or 
health; the conservation of reserves of exhaustible 
natural resources; the control of international 
monopoly situations; or the equitable distribution 
of commodities in short supply. However, such 
agreements should not be used to accomplish re 
sults inconsistent with the objectives of Chapter 
IV orChapter V. If any such agreement involves 
the restriction of production or of international 
trade, it should not be adopted unless authorized or 
provided for by a multilateral convention sub 
scribed to by a substantial number of nations, or 
unless operated under the Organization. 


CuaprTer VI 
Organization 
Section A. Functions 


The functions of the Organization should in- 
clude the following: 


1. To collect, analyze and publish information, 
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regarding the operation of Chapter ITI, relating 
to general commercial policy, Chapter IV, relat- 
ing to the prevention of restrictive business prac- 
tices, and Chapter V, relating to intergovern- 
mental commodity arrangements, or in general 
regarding international trade and commercial 
policy. 

2. To provide technical assistance to members 
as may be required or appropriate under the provi- 
sions of Chapter III, IV and V. 

3. To make recommendations to members re- 
garding the operation of Chapters III, IV and V, 
including the following: 


a. Recommendations regarding the relaxation 
or removal of trade control measures permitted 
under Chapter ITI. 

b. Recommendations as to measures for imple- 
menting the objectives with regard to restrictive 
private business practices, set forth in Chapter IV. 

c. Recommendations regarding the application 
to commodity arrangements under consideration 
by members of the principles governing commodity 
arrangements set forth in Chapter V; and recom- 
mendations initiating proposals for new commod- 
ity arrangements, or proposing such modifications, 
including termination, of commodity arrange- 
ments already concluded, as may be deemed appro- 
priate under the commodity principles or in the 
general interest. 

d. Recommendations designed to promote the 
maximum obtainable consistency in the operation 
of Chapters III, IV and V and in other arrange- 
ments in the fields of general commercial policy, 
commodity arrangements and private, business 
practices. 


4. To interpret the provisions of Chapters ITI, 
IV and V, to consult with members regarding dis- 
putes growing out of the provisions of those Chap- 
ters, and to provide a mechanism for the settlement 
of such disputes. 

5. In accordance with criteria and procedures to 
be agreed upon, to waive particular obligations of 
members, in exceptional circumstances. 

6. To make recommendations for international 
agreements designed to improve the bases of trade 
and to assure just and equitable treatment for the 
enterprises, skills and capital brought from one 
country to another, including agreements on the 
treatment of foreign nationals and enterprises, on 
the treatment of commercial travelers, on commer- 
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cial arbitration, and on the avoidance of double 
taxation. 

7. Generally to perform any function appro- 
priate to the purposes of the Organization. 


Section B. Organs 


The Organization should have as its principal 
organs: A Conference, an Executive Board, a Com- 
mercial Policy Commission, a Commission on Busi- 
ness Practices, a Commodity Commission, and a 
Secretariat. 


Section C. The Conference 


The Conference should have final authority 
to determine the policies of the Organization 
and to exercise the powers conferred upon the 
Organization. 

1. Membership. All states members of the Or- 
ganization should be members of the Conference. 

2. Voting. Each member of the Conference 
should have one vote. Except as may be otherwise 
specifically provided for, decisions of the Confer- 
ence should be reached by a simple majority vote. 
It may be desirable to provide for special voting 
arrangements with regard to the exercise of certain 
functions of the Organization. 

3. Sessions. The Conference should meet at 
least once a year. 


Section D. The Executive Board 


The Executive Board should be authorized to 
take provisional decisions between meetings of the 
Conference and to exercise such powers as may 
be delegated to it by the Conference. The Con- 
ference should in general be authorized to dele- 
gate its powers to the Executive Board. 

1. Membership. The Executive Board should 
consist of not more than eighteen member states, 
each of which should have one representative. 
Member states of chief economic importance 
should have permanent seats. The Conference 
should elect the states to fill the nonpermanent 
seats for 3-year terms, one-third of the nonper- 
manent members retiring every year. The num- . 
ber of nonpermanent seats should exceed the num- 
ber of permanent seats, but the latter should not 
be fewer than one-third of the total number of 
seats. 

2. Voting and sessions. The Executive Board 
should regulate its own procedure. 
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Section E. The Commissions 


The Commission on Commercial Policy, the 
Commission on Business Practices and the Com- 
modity Commission should be responsible to the 
Executive Board. Each Commission should be 
given as much initiative and independence of ac- 
tion as may be necessary for the effective discharge 
of its functions. 

1, Membership. The Commissions should be 
composed of experts appointed by the Executive 
Board. The terms and other conditions of office 
of the members of the Commissions should be de- 
termined in accordance with regulations pre- 
scribed by the Conference. Such terms and con- 
ditions need not be uniform, but may vary from 
Commission to Commission. Pursuant to the re- 
ciprocal arrangements with other specialized in- 
ternational organizations contemplated in Section 
H, paragraph 2, of this Chapter, provision should 
be made for appropriate representation on the 
Commodity Commission of the Food and Agri- 
culture Organization of the United Nations and 
of other specialized international organizations 
having an important interest in the commodity 
operations discussed in Chapter V. 

2. Chairmen. The Chairmen of the Commis- 
sions should be non-voting members of the Execu- 
tive Board and should be permitted to participate, 
without vote, in the deliberations of the Confer- 
ence. 

3. Voting and sessions. Each Commission 
should regulate its own procedure, subject to any 
decisions made by the Executive Board. 

4. Functions. The functions of the Commissions 
should include the following: 


a. The Commercial Policy Commission. The 
Commercial Policy Commission should: 


1) Review, and advise the Executive Board re- 
garding, the operation of treaties, agree- 
ments, practices and policies affecting in- 
ternational trade. 

2) Investigate, and advise the Executive Board 
regarding, the economic aspects of pro- 
posals to waive certain obligations of 
members in accordance with the provi- 
sions of paragraph 5, Section A, of this 
Chapter. 

3) Investigate, and advise the Executive Board 
regarding, the economic aspects of pro- 
posed customs unions. 

4) Develop and recommend to the Executive 
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Board, for adoption by members of the 
Organization, cooperative projects of a 
technical nature in the field of commer- 
cial policy (e.g. standard bases and meth- 
ods of determining dutiable value, uni- 
form customs nomenclature, and stand- 
ardization of statistical methods and 
nomenclature in foreign trade statistics), 
5) Develop and recommend to the Executive 
Board additional programs designed to 
further the objectives of the Organization 
in the general field of commercial policy, 


b. The Commission on Business Practices. The 


Commission on Business Practices should: 


1) Inquire into activities on the part of private 
commercial enterprises which have the 
effect or purpose of restraining interna- 
tional trade, restricting access to inter- 
national markets, or of fostering mo- 
nopolistic controls in international trade, 

2) Advise the Executive Board with regard to 
the recommendations which should be 
be made to members in respect of business 
divestitures, reorganizations, dissolutions 
or other remedial actions. 

3) Conduct investigations and make recommen- 
dations to the Executive Board looking 
to the promotion and adoption in all 
countries of codes of fair business prac- 
tices designed to facilitate and enlarge 
the flow of international trade. 

4) Advise the Executive Board as to the types 
of information which members should file 
with the Organization. 

5) Facilitate appropriate intergovernmental ar- 
rangements for the international ex- 
change of technological information, ona 
nondiscriminatory basis. 


ce. The Commodity Commission. The Com- 
modity Commission should: 


1) Investigate commodity problems, including 
the problem of an international buffer 
stocks organization or other arrange 
ments which are proposed as a means 
of promoting solutions to commodiay 
problems. 


2) Make recommendations to the Executive 
Orga 


lishment of Study Groups for particu- 


Board on appropriate courses of actions 
including recommendations for the estab 








DE 


7) 


8) 


unde 





IN 


T- 
h- 
11- 
d- 
nd 
3). 


ve 





the 


iffer 


dity 


itive 
tion, 


ticu- 


DECEMBER 9, 1945 


lar commodities. Such Study Groups 
should be established by the Executive 
Board, upon the recommendations of the 
Commodity Commission, for the purpose 
of investigating problems with respect to 
particular commodities. The Study 
Groups should be composed of representa- 
tives of member governments invited to 
participate by the Executive Board and 
one or more representatives designated 
by the Commodity Commission. 

3) Make recommendations to the Executive 
Board as to whether or not a particular 
commodity is in world surplus. 

4) Make recommendations to the Executive 
Board as to whether an application made 
by a member for the convening of an 
intergovernmental conference should be 
granted. 

5) Designate members of the Commission to 
participate in an advisory capacity in the 
formulation of intergovernmental com- 
modity agreements. 

6) Make recommendations to the Executive 
Board regarding the application of the 
commodity agreements under considera- 
tion by members. 

7) Designate the Chairman and Secretary for 
any Commodity Council established to 
administer an intergovernmental com- 
modity agreement. 

8) Maintain continuous review of the conduct 
of the operations of intergovernmental 
commodity agreements in the light of the 
terms of the agreements, the commodity 
principles in Chapter V, and the general 
welfare; and make recommendations to 
the Executive Board with regard thereto. 


Section F. Industrial and Mineral Unit 


The Conference should create an Industrial and 
Mineral Unit responsible to the Executive Board. 
The Industrial and Mineral Unit should promote 
by technical assistance and other appropriate 
means the expansion of production and trade with 
tegard to fabricated products and with regard to 
minerals and other primary commodities in re- 
spect of which such promotional activities are not 
under the jurisdiction of the Food and Agriculture 
Organization. 
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Section G. The Secretariat 


The Secretariat, which should be divided into 
three or more offices, should serve all the organs 
of the Organization and the Commodity Councils 
established to administer specific commodity ar- 
rangements. It should be headed by a Director- 
General. Under his authority there should be 
three or more Deputy Directors-General each of 
whom should be in charge of an office. The Direc- 
tor-General, and on the advice of the Director- 
General, the Deputy Directors-General, should be 
appointed by the Conference upon the nomination 
of the Executive Board. The Director-General 
should be the chief administrative officer of the 
Organization and should be an ew officio member, 
without vote, of the Executive Board. Three 
Deputy Directors-General should be ew oficio 
members of the three Commissions. The Director- 
General and the Deputy Directors-General should 
have the authority to initiate proposals for the 
consideration of any organ of the Organization. 


Section H. Relations with Other Organizations 


1. Relations with the United Nations Organi- 
zation. The Organization should be brought into 
relationship with the United Nations Organization 
on terms to be determined by agreement between 
the Executive Board and the appropriate authori- 
ties of the United Nations Organization, subject to 
approval by the Conference. 

2. Relations with other specialized international 
organizations. In order to provide for close coop- 
eration between the Organization and other spe- 
cialized international organizations with related 
responsibilities, the Executive Board, subject to 
the approval of the Conference, should be author- 
ized to enter into agreements with the appropriate 
authorities of such organizations defining the dis- 
tribution of responsibilities and methods of coop- 
eration. 

3. Administrative arrangements. The Direc- 
tor-General should be authorized, subject to the 
authority of the Conference or of the Executive 
Board, to enter into agreements with other inter- 
national organizations for the maintenance of 
common services, for common arrangements in 
regard to recruitment, training, conditions of serv- 
ice, and other related matters, and for interchanges 
of staff. 
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[Released to the press December 7] 


During the war the immediate goal of the United 
States in China was to promote a military union 
of the several political factions in order to bring 
their combined power to bear upon our common 
enemy, Japan. Our longer range goal, then as 
now, and a goal of at least equal importance, is the 
development of a strong, united, and democratic 
China. 

To achieve this longer range goal, it is essential 
that the central Government of China as well as 
the various dissident elements approach the settle- 
ment of their differences with a genuine willing- 
ness to compromise. We believe, as we have long 
believed and consistently demonstrated, that the 
government of Generalissimo Chiang Kai-shek 
affords the most satisfactory base for a developing 
democracy. But we also believe that it must be 
broadened to include the representatives of those 
large and well-organized groups who are now 
without any voice in the Government of China. 

This problem is not an easy one. It requires 
tact and discretion, patience and restraint. It will 
not be solved by slogans. Its solution depends 
primarily upon the good-will of the Chinese lead- 
ers themselves. To the extent that our influence 
is a factor, success will depend upon our capacity 
to exercise that influence in the light of shifting 
conditions in such a way as to encourage conces- 
sions by the central Government, by the so-called 
“Communists”, and by the other factions. 

If I understand correctly what Ambassador 
Hurley has stated to me and subsequently to the 
press and to this committee, he entertains no dis- 
agreement with this conception of our policy. 
Moreover, he has indicated to me and to this com- 
mittee that he has been unfailingly supported by 
two Presidents and three Secretaries of State in 
his efforts to execute this policy. 

He does object, however, to what he asserts has 
been a failure or refusal to make this policy public. 





*Made on Dec. 7, 1945 before the Senate Committee on 
Foreign Relations answering charges made by Patrick J. 
Hurley, former American Ambassador to China, criticizing 
the Department of State and the Foreign Service. See 
also BULLETIN of Dec. 2, 1945, p. 882. 
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America’s Policy in China 


STATEMENT BY THE SECRETARY OF STATE’ 


I wish to make it clear now, because of its bear- 
ing upon this point and upon other matters which 
I shall come to in a moment, that I am not familiar 
with every speech and press release and letter of 
my immediate predecessors as Secretary of State, 
nor with every incident that has occurred in recent 
years among officers of the State Department in 
China or elsewhere. I have not had the oppor. 
tunity to examine these records, nor am I likely 
to have it in the near future. 

Nevertheless, I submit that the broad outlines of 
our policy in China have never been hidden or 
difficult to recognize. The phase of that policy 
upon which Ambassador Hurley has placed the 


greatest emphasis is our support of the national. 


government of Generalissimo Chiang Kai-shek. 

Of all the phases of our policy in the Far East, 
this seems to have been the clearest and most obvi- 
ous. We formally recognize only the national 
Government. Our Ambassador is an Ambassador 
to the national Government. Our war supplies 
and financial assistance have been delivered only 
to the national Government. At the Cairo Con- 
ference it was Generalissimo Chiang Kai-shek who 
represented China. At San Francisco it was the 
Foreign Minister of the national Government who 
signed the Charter of the United Nations. It was 
the national Government which ratified the Char- 
ter.. It is the Foreign Minister of the national 
Government who sits in the Council of Foreign 
Ministers. 

In recent weeks, the necessary presence of our 
troops in China has been a source of understand- 
able concern to the American people. As a re 
sult, the subject has been raised frequently at my 
meetings with the press. I have made it very clear 
that our troops are in China for the sole purpose 
of facilitating the surrender of large numbers of 
Japanese troops to the armies of the national Gov- 
ernment in compliance with the order of the Su- 
preme Allied Commander. 

These are a few among many public evidences 
of our recognition of the government of Chiang 
Kai-shek as the legitimate Government of China. 
In the face‘of them, and in the light of the ad- 
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mittedly consistent support of this policy by Presi- 
dents Roosevelt and Truman and Secretaries Hull, 
Stettinius, and myself, it is difficult to understand 
Ambassador Hurley’s intimation that his failure 
to achieve a satisfactory settlement of China’s in- 
ternal division resulted from the absence of a pub- 
lic expression of our policy. 

General Hurley’s statements before this com- 
mittee require me to add a few words concerning 
what he has indicated to be a refusal by me and 
by the President to grant his request for such a 
publie statement. The pressure of time has been so 
great that I am unable to make a categorical 
statement at the moment, but I can tell you that 
I have not been informed of any written document 
in the possession of the Department of State in 
which the Ambassador has made such a request. 

I can state categorically that he has never made 
such a request in conversation with me. More- 
over, I was present at one of the two conversations 
he has had with the President since his return in 
September. I did not hear him make such a re- 
quest at that time. Since the Ambassador’s testi- 
mony here, I have asked the President whether, 
in his recollection, Ambassador Hurley has ever 
requested him, orally or in writing, to issue a pub- 
lic statement of our policy in China. He does not 
recall such a request. 

My recent letter to Representative Anderson of 
California, to which Ambassador Hurley has re- 
ferred with approval, was in response to a letter 
of inquiry from the Congressman. When a Mem- 
ber of Congress requests an explanation of some 
aspect of our foreign policy, I take it as a matter 
of course that the request should be answered. But 
in the absence of such specific inquiries I have 
thought it necessary to give public expression to 
our foreign policy only as occasion may demand. 

As I have indicated, it is not my intention to 
attempt to interpret and explain every event of 
large or small importance in the administration 
of our foreign policy in China and other parts 
of the world in recent years. 

I feel, however, that in fairness to the loyal, in- 
telligent, and hard-working men of our Foreign 
Service, and in fairness to the employees of the 
Department of State generally, I am compelled 
to discuss briefly certain charges which Ambassa- 
dor Hurley has made. 

The Foreign Service officers are non-political 
government employees, selected through competi- 
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tive examinations. They have long labored ear- 
nestly and with too little public recognition to 
uphold abroad our national interests. My own 
experience with them has given me a high regard 
for their ability, integrity, and loyalty. 

I do not know George Atcheson or John Service. 
But, because of the special criticism to which they 
have been subjected by the Ambassador, I have 
obtained and read Mr. Atcheson’s telegram of 
February 28, 1945 and Mr. Service’s memorandum 
of October 10, 1944. These are the documents 
upon which the Ambassador appears to rely most 
strongly for support of his charge that these two 
officers sought to prevent the accomplishment of 
the objectives of United States policy in China. 

The propriety of Mr. Atcheson’s telegram can 
be determined only against the background of the 
events in China which preceded it. Like Ambas- 
sador Gauss before him, Ambassador Hurley had 
been making strenuous efforts to achieve unity not 
only between the central Government and the so- 
called “Communists” but between the central Gov- 
ernment and the other dissident elements in China 
as well. At the time Ambassador Hurley left 
Chungking for a visit to Washington on Febru- 
ary 19, 1945, I am advised that the negotiations 
between the central Government and the Commu- 
nists appeared to have broken down. 

When Ambassador Hurley departed from the 
Embassy at Chungking, Mr. Atcheson, as Coun- 
selor, automatically assumed charge of the Em- 
bassy’s affairs. On February 28, nine days after 
the Ambassador’s departure from Chungking and 
three days before his arrival in Washington, ac- 
cording to the records of the Department, Mr. 
Atcheson sent his telegram. It contained a broad 
and thoughtful analysis of the situation in China 
as it appeared to him in the light of the shifting 
circumstances of the moment. It concluded with 
the recommendation that these shifting circum- 
stances required a readjustment of our immediate 
strategy. 

In his telegram, Mr. Atcheson distinctly stated 
that “a favorable opportunity for discussion of 
this subject should be given by the presence of 
General Wedemeyer as well as General Hurley in 
Washington.” 

The officer in charge of an American mission in 
a foreign country bears the responsibility for full 
and accurate reporting of the factors and events 
which are necessary to the intelligent formula- 
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tion and execution of United States foreign policy. 
He is further responsible for the submission from 
time to time of recommendations with respect to 
this policy. If his reports and recommendations 
are to be useful, it is clear that they must reflect 
his free and honest judgment. 

In the case of an Ambassador, these considera- 
tions have always been taken for granted. They 
have been taken equally for granted in the case 
of the officer who assumes charge during the ab- 
sence of the Ambassador from the Embassy. Since 
September, for example, we have relied upon the 
reports of the ranking official of the Embassy in 
China. 

It is difficult to understand how Mr. Atcheson 
failed in any way to observe the letter or the spirit 
of these rules and traditions. His telegram of 
February 28 was a full and free report of the 
current situation in China as he saw it. His rec- 
ommendation was an honest effort to assist the 
Department of State in the formulation of its 
future policy in China. There is nothing to indi- 
cate that he sought to circumvent his superior in 
making this report and recommendation. On the 
contrary the telegram expressly suggested that this 
was a matter upon which the views of Ambassador 
Hurley should be sought by the Department in 
Washington. 

The specific action of John Service to which 
Ambassador Hurley referred in his conversation 
with me was the preparation of a memorandum 
on October 10, 1944. I have also read this memo- 
randum with care. 

Before I turn to its contents, I wish to call at- 
tention to a few facts, as they have been presented 
to me. At the time this memorandum was pre- 
pared by Mr. Service, he was not attached to the 
Embassy at Chungking. Although he retaiped 
his status as a Foreign Service officer, he was at- 
tached to the staff of General Stilwell as a politi- 
cal observer in Yenan. He was at the time ad- 
ministratively responsible to General Stilwell and 
not to the Embassy. 

Ambassador Hurley, as of that date, was in 
China as the personal representative of the Presi- 
dent with the rank of Ambassador. But he was 


not the United States Ambassador to China. He 
was not in charge of the United States Embassy 
in Chungking. 

Under these circumstances, it cannot be said 
that anything Mr. Service wrote constituted in- 
subordination to Ambassador Hurley. 
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The memorandum itself embodied recommen- 
dations for a basic change in United States policy 
toward the central Government of China. It wag 
written in forceful language and the conclusions 
which it drew were rather drastic. 

It was addressed to General Stilwell. It wag 
also routed to the Embassy in Chungking. The 
Embassy forwarded it to the Department with- 
out endorsing its conclusions, but with a non- 
committal covering memorandum indicating that 





it represented the views of a single political 
observer. 

When the memorandum reached the Depart- 
ment of State it was sent to the Division of Chi- 
nese Affairs. Before it was circulated further, 
the Division of Chinese Affairs attached another 
covering memorandum stating decisively that, 
although its contents were informative, many of 
its conclusions, which were specifically enumer- 
ated, were regarded as incorrect. 

It is not my purpose to dwell at greater length 
upon the two documents. In my opinion, based 
upon the information which has thus far been 
presented to me, there is nothing in them to sup- 
port the charge that either Mr. Atcheson or Mr. 
Service was guilty of the slightest disloyalty to 
his superior officers. 

What it amounts to is that within proper chan- 
nels they expressed to those under whom they 
served certain views which differed to a greater or 
less degree from the policies of the Government as 
then defined. Of course, it is the duty of every 
officer of the United States to abide by and to 
administer the declared policy of his Government, 
But conditions change, and often change quickly, 
in the affairs of governments. Whenever an offi- 
cial honestly believes that changed conditions re 
quire it, he should not hesitate to express his views 
to his superior officers. 

The other complaint of Ambassador Hurley is 
that some official or employee did not merely ex- 
press a different view to his superior officer, but 
advised someone associated with the Communist 
forces that the Ambassador did not accurately 
represent United States policy. For such action 
there would be no excuse. I would be the first to 
condemn it and to dismiss the person guilty of it 
But Ambassador Hurley has not furnished me, 
nor do I understand that he has furnished this 
committee, any specific evidence to prove that any 
employee was guilty of such conduct. Men who 
have rendered loyal service to the Government 
cannot be dismissed and their reputations ought 
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not to be destroyed on the basis of suspicions en- 
tertained by any individual. I should be pro- 
foundly unhappy to learn that any officer of the 
Department of State, within or without the For- 
eign Service, might feel bound to refrain from 
submitting through proper channels an honest re- 
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port or recommendation for fear of offending me 
or anyone else in the Department. If that day 
should arrive, I will have lost the very essence of 
the assistance and guidance I require for the suc- 
cessful discharge of the heavy responsibilities of 
my Office. 


EXCHANGE OF LETTERS BETWEEN CONGRESSMAN ANDERSON 
AND THE SECRETARY OF STATE 


CONGRESS OF THE UNITED STATES 
HOUSE OF REPRESENTATIVES 
Wasuineron, D. C., November 17, 1946. 
Dear Mr. Secrerary: 
Numerous inquiries have come into my office 
about the policy of the United States in China. 
This is a question in which I am intensely inter- 
ested and would appreciate having your comments 
on the subject. 
Thanking you for clarifying this matter for me 
and with best wishes, I am 
Sincerely yours, 
JACK ANDERSON 


DEPARTMENT OF SratTE, 
Washington, November 30, 19465. 
My Dear Mr. ANDERSON: 

I have received your letter of November 17, 
1945, requesting information in regard to our pol- 
icy towards China. 

In response to your inquiry, I should like to 
offer the following brief comment on this subject: 

We favor the creation of a strong, united and 
democratic China which will contribute to peace 
and stability in the Far East and which will en- 
able China effectively to support the United Na- 
tions organization. 

In line with this policy, we deem it desirable 
and essential that China solve her internal prob- 
lems. While we recognize that this is a task which 
China must carry out largely through her own 
efforts, we seek by all appropriate and practicable 
means to pursue such policies and action as will 
best facilitate China’s achievement of internal 
unity and stability. 

Among the means toward this end, we propose, 
with due regard for the realities of the internal 
situation in China, to assist China to rehabilitate 


her devastated economy and to develop a higher 
standard of living for her masses. 

We seek to enhance China’s international status, 
as evidenced by the recognition accorded to 
China in connection with the San Francisco Con- 
ference. We feel that collaboration among China, 
the United States, Great Britain and the Soviet 
Union is essential to the maintenance of peace and 
security in the Far East, and that such collabora- 
tion among these and other peace-loving nations 
should extend to all legitimate fields of economic 
and other endeavor on the basis of equality of 
opportunity and respect for national sovereigntys 
We hope that China, for her part, will further 
such collaboration by instituting and carrying out 
reasonable policies in the great tasks of unification 
and reconstruction that lie before her. 

During the course of the war it was our policy 
to assist our Chinese allies to the greatest possible 
extent in the joint prosecution of hostilities against 
Japan. Such assistance took the form of credits, 
the grant of civilian and military lend-lease sup- 
plies, the training and equipping of a limited num- 
ber of Chinese military units, the utilization in 
China of our air forces, and other related activi- 
ties. Since the capitulation of Japan we have 
been assisting our Chinese allies in effecting the 
surrender, disarmament and repatriation of the 
very substantial Japanese armed forces who are 
now in China. 

I trust that the foregoing brief comment will 
indicate to you the broad lines of our policy with 
respect to China and will enable you to reply to 
inquiries which you may have received from your 
constituents. 

Thank you for your courtesy in writing. 

Sincerely yours, 
James F’. Byrnes 











Signing of the Bretton 
Woods Agreements 


Arrangements are being made for the signing 
of the Bretton Woods agreements on December 
27, 1945 on behalf of the United States and of 
such other countries signatory to the Final Act 
of the United Nations Monetary and Financial 
Conference as are prepared to sign the Fund and 
Bank agreements on that date. 

The Bretton Woods agreements, namely, the 
Articles of Agreement of the International Mone- 
tary Fund and the Articles of Agreement of the 
International Bank for Reconstruction and Devel- 
opment, which are annexed to the Final Act of the 
United Nations Monetary and Financial Con- 
ference held at Bretton Woods in July 1944, can 
be brought into force by as few as 4 of the 44 coun- 
tries which signed the Final Act. In accordance 
with the provisions of those agreements they can 
enter into force if signature and compliance with 
certain other requirements are made on behalf 
of governments having 65 percent of the total 

,of the quotas or subscriptions set forth in 
Schedule A of each agreement. The total of the 
quotas indicated for the United States, the 
United Kingdom, the Union of Soviet Socialist 
Republics, and China in Schedule A of the Fund 
agreement and the total of the subscriptions 
indicated for those four countries in Schedule 
A of the Bank agreement comprise slightly more 
than 65 percent of the total quotas to the Fund 
and total subscriptions to the Bank and- would 
thus be sufficient to bring both of the agreements 
into force, provided all other requirements there- 
for pertaining to those countries are fulfilled by 
them. 

Participation by the United States in the Fund 
and Bank is authorized by the Bretton Woods 
Agreements Act approved July 31, 1945 (Public 
Law 171, 79th Cong.). China has indicated its 
readiness to sign. Several references to the Ar- 
ticles of Agreement of the International Monetary 
Fund in the financial agreement between the 
United States and the United Kingdom signed at 
Washington on December 6, 1945 indicate that 
action on the part of the United Kingdom looking 


- that Belgium, Canada, Cuba, Guatemala, and the 
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toward signature of the Fund and Bank agree. 
ments may be expected in the very near future. 
Reports with respect to action taken or being 
considered by a number of the other countries are 
encouraging. Those reports indicate, for example, 


Netherlands are preparing to participate ; that the 
Philippine Commonwealth has passed a Bretton 
Woods Agreements Act which was approved by 
President Truman on November 20, 1945 and will 
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become effective when proclaimed by President 
Osmefia; and that legislation providing for par. 
ticipation in the Fund and Bank has been passed 
by the Venezuelan Chamber of Deputies but stil] 
requires signature by the President of Venezuela 
and publication in the Gaceta Oficial. Ethiopia 
has given official notification of its readiness to 
sign the agreements. 


Soviet Reply 
to American Proposal for 
Withdrawal of Troops 


From Iran 


[Released to the press December 8] 
Translation of note addressed by the Peoples 





Commissar for Foreign Affairs of the Union of 
Soviet Socialist Republics to the Embassy of the 
United States at Moscow on November 29, 1946, 
referring to the Embassy’s note of November &% 


The statement made in that communication 
concerning the armed uprising in northern Iran 
does not, according to information at the dis 
posal of the Soviet Government, correspond # 
reality. The events which have taken place i 
recent days in Iran not only do not constitute al 
armed uprising but also are not directed against 
the Shahkin Shakh Government of Iran. Now 
that the declaration of the Popular Assembly of 
Northern Iran has been published, it is evident that 
this is a matter of aspirations with respect to the 
assurance of the democratic rights of Azerbaijat- 
ian population of northern Iran which is seeking 
national autonomy within the limits of the 
Iranian state and which has its own particulat 
language, different from the Persian language 
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It is also apparent from the contents of the above- 
mentioned declaration of the Popular Assembly 
which took place in Tabriz November 20 to 21 that 
the Popular Assembly addressed the expression 
of its wishes to the Shah, the Majlis, and the 
Government of Iran, basing itself in this on the 
[Iranian Constitution. The undesirable incidents 
which have taken place in conjunction with these 
recent events at various points of northern Iran 
have been caused by reactionary elements which 
have opposed the extension of national rights to 
the populations of northern Iran, although there 
is nothing in these desires of the local population 
which is unusual for a democratic state. 

As far as the Soviet military command is con- 
cerned it has not hindered, and is not hindering, 
the movements of the Iranian military forces and 
the gendarme police units which are in the dis- 
tricts of northern Iran. According to informa- 
tion at the disposal of the Soviet Government 
there are in these districts of Iran one infantry 
regiment, two infantry brigades, two regiments 
of gendarme police units, the presence of which 
can assure order and calm in these parts. The 
Soviet Government opposed the dispatch of new 
Iranian troops to northern districts of Iran and 
informed the Iranian Government that the dis- 
patch of further Iranian forces to northern Iran 
could cause not the cessation but the increase of 
the disorders and likewise bloodshed, which would 
compel the Soviet Government to introduce into 
Iran further forces of its own for the purpose of 
preserving order and of assuring the security of 
Soviet garrison. In as much as the Soviet Gov- 
ernment considers the further: introduction of 
Soviet forces into Iran undesirable, it: took the 
Position that the introduction of new Iranian 
forces into the northern province of Iran at the 
present time would serve no useful purpose. 

As to the reference in the communication of 
the Government of the United States to the Three 
Power declaration concerning Iran December 1, 
1943, the Soviet Government as far as it is con- 
cerned must state that it adheres unwaveringly 
tothe principles of that declaration. ‘The declara- 
tion in question, however, does not affect questions 
of the number of Soviet armed forces on Iranian 
territory just as it does not affect the question of 
the period of the stationing of Soviet troops in 
Iran. This latter is determined by another docu- 
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ment, namely the Anglo-Soviet-Iranian Tripartite 
Treaty of 1942, and in connection with the station- 
ing of its troops in Iran notwithstanding the fact 
that the right of introduction of Soviet troops into 
the territory of Iran was envisaged by the Soviet- 
Iranian treaty of February 26, 1941. Further- 
more, as the Government of the United States is 
aware, the question of the time for the removal of 
Soviet and British troops from Iran was subject 
of consideration at the Council of Foreign Min- 
isters in London as little as two months ago and 
was decided by exchange of letters between the 
Soviet and British representat..es which was 
brought to the attention of the - bove-mentioned 
Council of Ministers and which ¢_ J not find objec- 
tion in any quarters. In connection with the above 
it should also be noted that the British Govern- 
ment, in its note on the Iranian question, received 
by the Soviet Government on November 25, does 
not raise the question of the removal of Soviet 
troops from Iran. 

On the strength of the consideration set forth 
above with relation to Soviet troops, the Govern- 
ment of the Union of Soviet Socialist Republics 
does not see grounds for renewed consideration 
of the question of the time limit for the removal 
of these forces from Iran. 


Foreign Secretaries T’o 
Meet in Moscow 


[Released to the press December 7] 

A meeting of the Foreign Secretaries of Great 
Britain, the Soviet Union, and the United States 
has been arranged to take place in Moscow Decem- 
ber 15, 1945. This meeting has been called in ac- 
cordance with the decision taken at the Yalta 
conference providing for quarterly conferences of 
the three Foreign Secretaries. 

The meeting will provide an opportunity to the 
British, American, and Soviet Governments for 
informal and exploratory discussions on a num- 
ber of matters of current concern to the three 
countries and also for an exchange of views on 
the subject of the control of atomic energy. 
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Agreement on Economic Relations, U.S. and Italy 


{Released to the press December 6] 


An agreement outlining the principles which 
will guide the Governments of the United States 
and Italy in the effort to promote mutually ad- 
vantageous economic relations between them and 
the betterment of world-wide economic relations 
was concluded on December 6 by an exchange of 
notes between the Secretary of State and the 
Italian Ambassador, Alberto Tarchiani. 

In the notes the two Governments indicate their 
willingness to cooperate in formulating a program 
of agreed action, open to participation by all other 
nations of like mind. The aim of such a program 
would be to provide for appropriate national and 
international measures to expand production, em- 
ployment, and the exchange and consumption of 
goods; to eliminate all forms of discriminatory 
treatment in international commerce; to reduce 
tariffs and other trade barriers; and, generally, 
to attain the economic objectives of the Atlantic 
Charter. The exchange of notes provides for the 
early commencement of conversations between the 
two Governments with a view to determining the 
best means for attaining this aim. 

The texts of the notes exchanged are as follows: 


DEPARTMENT OF STATE 
Washington, December 6, 1945. 


EXCELLENCY : 

I have the honor to make the following state- 
ment of my understanding of the agreement 
reached in recent conversations which have taken 
place between representatives of the Government 
of the United States of America and the Govern- 
ment of Italy with regard to the resumption of 
normal commercial relations between our two 
countries. 

These conversations have disclosed a desire on 
the part of the two Governments to promote recip- 
rocally advantageous economic relations between 
them and the improvement of world-wide economic 
relations, To that end the Governments of the 
United States of America and of Italy propose 
to cooperate in formulating a program of agreed 
action, open to participation by all other countries 
of like mind, directed to the expansion, by appro- 
priate international and domestic measures, of pro- 


duction, employment, and the exchange and 
consumption of goods, which are the material 
foundations of the liberty and welfare of all peo. 
ples; to the elimination of all forms of discriming. 
tory treatment in international commerce, and to 


the reduction of tariffs and other trade barriers; 


and, in general, to the attainment of all the eco. 
nomic objectives set forth in the Joint Declaration 
made on August 14, 1941, by the President of the 
United States of America and the Prime Minister 
of the United Kingdom. 

At the earliest practicable date conversations 
shall be begun between our two Governments with 
a view to determining, in the light of governing 
economic conditions, the best means of attaining 
the above-stated objectives. 

Accept [etc. | 

JaMEs F, Byrnus 


Irat1an EmpassYy 
Washington, December 6, 1945. 
Sir: 

I have the honor to refer to your note of Decem- 
ber 6 setting forth your understanding of the 
agreement reached in recent conversations which 
have taken place between representatives of the 
Government of Italy and the Government of the 
United States with regard to the resumption of 
normal commercial relations between our two 
countries. 

These conversations have disclosed a desire on 
the part of the two Governments to promote recip- 
rocally advantageous economic relations betweel 
them and the improvement of world-wide economit 
relations. To that end the Governments of Italy 
and of the United States of America propose 
cooperate in formulating a program of agreél 
action, open to participation by all other countries 
of like mind, directed to the expansion, by appre 
priate international and domestic measures, of pre 
duction, employment, and the exchange 
consumption of goods, which are the m 
foundations of the liberty and welfare of all pee 
ple; to the elimination of all forms of discrimim® 
tory treatment in international commerce, and 
to the reduction of tariffs and other trade barriers} 

(Continued on neat page) 
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Plan for Transfer of German Populations 


[Released to the press December 8] 

At its twelfth meeting held in Berlin on Novem- 
ber 20, 1945, the Allied Control Council for Ger- 
many, pursuant to the agreement reached at the 
Potsdam conference set forth in section XIII of 
the communiqué of August 2, 1945, approved a 
plan for the transfer of the German population to 
be moved from Austria, Czechoslovakia, Hungary, 
and Poland into the four occupied zones of Ger- 
many. The plan outlines the tentative allocation 
between zones of occupation and a schedule of 
movement of the German population. 

Of the entire German population to be moved 
from Poland (3,500,000 persons), 2,000,000 will be 
admitted into the Soviet zone of occupation and 
1,500,000 into the British zone; of the Germans to 
be moved from Czechoslovakia (2,500,000 persons), 
1,750,000 will be admitted into the American zone 
and 750,000 into the Soviet zone; 500,000 Germans 
from Hungary will be admitted into the American 
zone and 150,000 Germans from Austria into the 
French zone. Execution of the plan began this 
month and is to be completed by August 1, 1946. 

It is the purpose of the Allied Control Council 
to do what it can to see that the transfers are 
effected in an orderly and humane manner in ac- 
cordance with the Potsdam agreement. Many 
Germans have already migrated into Germany 
from Poland and from territory now under Polish 
administration, often under conditions which made 
very difficult the orderly settlement of the persons 
involved. The present decision of the Allied Con- 
trol Council should greatly alleviate those difficul- 





ITALY—Continued 

and, in general, to the attainment of all the eco- 
homic objectives set forth in the Joint Declaration 
made on August 14, 1941 by the President of the 
United States of America and the Prime Minister 
of the United Kingdom. 

At the earliest practicable date conversations 
shall be begun between our two Governments with 
a view to determining, in the light of governing 
economic conditions, the best means of attaining 
the above-stated objectives. 

In.informing you that the Italian Government is 
in agreement with the contents of the above Note, 
I beg you to accept [ete.] 

ALBERTO TARCHIANI 


ties. Before the Potsdam conference the Czecho- 
slovak Government had determined to transfer a 
substantial part of the German minority in Czecho- 
slovakia to Germany. The decisions of the Pots- 
dam conference and of the Allied Control Council 
should help to insure that these transfers will be 
carried out as humanely as possible. 

The Czechoslovak Government has indicated its 
desire to arrange also for the removal to Hungary 
of the greater part of its Hungarian-speaking 
minority in exchange for the Slovak-speaking mi- 
nority in Hungary. The Hungarian Government 
on several occasions has stated its objection to 
such a plan and has protested against measures 
taken in Czechoslovakia affecting the Hungarian 
minority there. The armistice agreement between 
the Union of Soviet Socialist Republics, the United 
Kingdom, and the United States on the one hand 
and Hungary on the other provided for the evacu- 
ation of all Hungarian troops and officials from 
the territory of Czechoslovakia. This provision 
has been carried out. No decision was made, how- 
ever, either in connection with the armistice or at 
Potsdam, concerning the transfer of Hungarian- 
speaking persons who have been permanent resi- 
dents of Czechoslovakia. We have observed with 
satisfaction that the Czechoslovak and Hungarian 
Governments contemplate direct conversations on 
this subject, and it is hoped that they reach a mu- 
tually satisfactory settlement. 

It is this Government’s view that problems in- 
volving the large-scale transfer or exchange of 
populations are susceptible of solution only on the 
basis of international agreement and not by uni- 
lateral action. Where such problems affect Hun- 
gary, we would regard them as proper subjects, 
in the first instance, for mutual agreement be- 
tween Hungary and the neighboring states di- 
rectly concerned and, ultimately, for consideration 
or review in connection with the peace settlement 
with Hungary. This Government will use its in- 
fluence to seek solutions which promise to con- 
tribute to friendly and cooperative relations be- 
tween the nations immediately concerned and to 
assure freedom from persecution and from unnec- 
essary hardships for the ordinary men and women 
involved. 


* BULLETIN of Aug. 5, 1945, p. 160. 
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Preparatory Commission of the United Nations 


FIRST BUSINESS MEETING OF PREPARATORY 
COMMISSION 


[Released to the press by the Preparatory Commission of the 
United Nations November 26] 


The Preparatory Commission of the United Na- 
tions, which was formally opened on November 
24, held its first business meeting at Church House, 
Westminster, on November 26. After adopting 
an agenda and rules of procedure the Commis- 
sion proceeded to elect its chairman and two vice 
chairmen. Eduardo Zuleta Angel (Colombia) 
was elected chairman. Dmitry Z. Manuilsky 
(Ukrainian S.S.R.) and Paul Henri Spaak (Bel- 
gium) were elected vice chairmen. The election 
of the chairman was proposed by Dr. Pelt (Nether- 
lands) and seconded by the delegates of Czecho- 
slovakia (I. Kerno) and Chile (M. Bianchi). The 
election of Dr. Manuilsky was proposed by tie 
U.S. Delegate (A. Stevenson) and seconded by the 
U.K. Delegate (P. J. Noel-Baker) and H. Stras- 
burger (Poland). The election of Mr. Spaak was 
proposed by the Chinese Delegate (Wellington 
Koo). 

Presenting the final report containing the rec- 
ommendations and proposals of the Executive 
Committee to the Preparatory Commission, Mr. 
Freitas-Valle (Brazil), chairman of the Execu- 
tive Committee, said that with arduous work it 
was possible to complete the work of the Execu- 
tive Committee in a time considerably shorter than 
had been expected. The 14 members of the Ex- 
ecutive Committee acted as trustees for the inter- 
ests of the 51 members of the United Nations and 
not only as representatives of their individual 
countries. Mr. Freitas-Valle pointed out that the 
Preparatory Commission was completely free in 
its decisions. Each state represented on it would 
be in a position to express its dissent from any of 
the proposals made. 


The Executive Committee has agreed unani- 
mously on about 90 percent of its recommenda- 
tions, Mr. Freitas-Valle said, and the hope may 
therefore be expressed that the Preparatory Com- 
mission may find it possible to agree quickly on 
part of the work done by the Executive Committee. 
Some of the members of the Preparatory Commis- 


sion might perhaps be surprised at the great meas. 


ure of agreement which had been reached in the 
Executive Committee. 

Mr. Freitas-Valle believed that the harmony of 
the Executive Committee had not always been 
faithfully reflected in the press all over the world, 
As a result the impression might have been created 
in some parts of the world that the Executive 
Committee had quarreled a good deal, whereas in 
fact it was a very happy family. 

Mr. Freitas-Valle then said that he did not 
claim that the Charter of the United Nations 
could not be criticized. Some of its dispositions 
have been accepted only with reluctance. Now, 
however, the pledge given in the Charter should 
be honored to its full extent. 

Recommendations of the Executive Committee 
for the organization of the work of the Commis- 
sion were unanimously approved. They include 
the establishment of eight technical committees 
which will give detailed consideration to different 
sections of the Executive Committee’s report. 

These technical committees will be as follows: 


Committee 1: General Assembly 

Committee 2: Security Council 

Committee 3: Economic and Social Council, 
and Relations With Specialized Agencies 

Committee 4: Trusteeship 

Committee 5: Legal 

Committee 6: Administrative and Budgetary 

Committee 7: League of Nations 

Committee 8: General Questions 


The Preparatory Commission also approved the 


proposal that the 14 nations of the Executive 
Committee, with the addition of the chairman 
and two vice chairmen elected this morning, 
should comprise the Steering Committee of the 
Commission. 

The Steering Committee held its first meeting 
this afternoon and speedily got down to the task 
of organizing the program of work for the eight 
technical committees. 

It was agreed that these committees should each 
hold a formal meeting tomorrow lasting half an 
hour to elect their officers. 

Beginning November 28 the committees will 
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start their working meetings, and three groups of 
two will meet daily beginning at 10:30, 2:30, 
and 5. 

Each delegation has the right to be represented 
on each technical committee, and the Steering 
Committee has borne in mind the difficulties of 
the smaller delegations in trying to arrange that 
committees are paired so as to avoid overlapping. 


TECHNICAL COMMITTEES 


Election of Officers 


[Released to the press by the Preparatory Commission of the 
United Nations November 27] 


The eight technical committees of the Prepara- 
tory Commission met on November 27 to elect their 
officers. The committees with their chairmen and 
vice chairmen are listed below. 


Committee 1. THe GENERAL ASSEMBLY 


Chairman: Erik Colban (Norway), Norwegian Ambas- 
sador in London 
Vice chairman: Manuel Pérez Guerrero (Venezuela) 


Committers 2. Securrry CouNcIL 


Chairman: Zygmunt Modzelewski (Poland), Under Secre- 
tary in the Polish Ministry of Foreign Affairs 

Vice chairman: G. Heaton Nicholls (Union of South Af- 
rica), High Commissioner for the Union of South 
Africa in London 


Committee 3. Economic AND SocrAL CouNCIL AND 
Rexations WitH SprcrALizep AGENCIES 


Chairman: Dewan Bahadur Sir Ramaswami Mudaliar, 
K. C. 8. I. (India), Supply Member of the Governor 
General’s Executive Council 

Vice chairman: Frantz Hvass (Denmark), Permanent 
Under Secretary of State, Danish Ministry o? Foreign 
Affairs 

N. B.: William Borberg, substitute delegate, will act 
as alternate vice chairman in the absence of Mr. Hvass, 
who may have to leave for Copenhagen in a few days’ 
time. 


CoMMITTEE 4. TRUSTEESHIP 


Chairman: Guillermo Belt (Cuba), Cuban Ambassador in 
Washington 

Vice chairman: K. Kiselev (Byelorussian §.S.R.), People’s 
Commissar for Foreign Affairs of Byelorussia 


Commirrer 5. LEGAn 


Chairman: Abdel Hamid Badawi Pasha (Egypt), Minister 
of Foreign Affairs 

Vice chairman: Ricardo Rivera Schreiber, K.B.E. (Peru), 
Peruvian Ambassador in Madrid 
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Commirrree 6. ADMINISTRATIVE AND BupGETARY 


Chairman: Thanassis Aghnides (Greece), Greek Ambas- 
sador in London 

Vice chairman: R. N. Campbell (New Zealand), Acting 
High Commissioner in London 


Comm™irres 7. LeEAgus or NATIONS 


Chairman: Najeeb al Armanazi (Syria), Syrian Minister 
in London 

Vice chairman: Cevad Acikalin (Turkey), Turkish Am- 
bassador in London 


CoMMITTEE 8. GENERAL QUESTIONS 


Chairman: R. E. MacEachen (Uruguay), Uruguayan Am- 
bassador in London 

Vice chairman: Blatta Ephrem Tewelde Medhen (Ethi- 
opia), Ethiopian Minister in Washington 


First Meeting 


[Released to the press by the Preparatory Commission of the 
United Nations November 28] 


Committee work started on November 28 at 
Church House, Westminster. Of the eight tech- 
nical committees set up by the Preparatory Com- 
mission, two met in the morning, two in the after- 
noon, and two in the evening. Each of the 51 
United Nations is represented on these committees, 
whose main task it is to consider the recommenda- 
tions and proposals which have been submitted by 
the Executive Committee. It is hoped that the 
committees will be able to complete their report to 
the Preparatory Commission by December 10. 


UNO Headquarters 


Committee 8 (General Questions) dealt with 
questions relating to the location of the perma- 
nent headquarters of the United Nations. The 
chairman, R. E. MacEachen (Uruguay), drew at- 
tention to the fact that a number of delegates from 
abroad had come to London to present invitations 
to the United Nations on behalf of their cities. Dr. 
MacEachen suggested that these delegations should 
be given a hearing and that for this purpose a sub- 
committee, comprising representatives of all con- 
tinents, should be set up. Meanwhile, however, 
the full Committee should discuss the requirements 
needed in general for the United Nations head- 
quarters. In response to a number of questions 
Dr. MacEachen made it clear that the subcom- 
mittee would be charged only with collecting evi- 
dence from the delegations that are now in London 
or from any other delegations that may be coming. 
It would then draw up a report. 
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The Record of the Week 


Friendship in American-Levant Relations 
Remarks by GEORGE WADSWORTH * 


[Released to the press December 3] 

I particularly welcome this opportunity to meet 
again and talk informally with you who are, in a 
very important sense, leading representatives in 
my country of the two countries to which I am 
accredited. It was three years ago last October 
that I first met with you at the “Jenainet esh- 
Sham” on the eve of my departure for Beirut and 
Damascus. 

You will recall that I then bore letters from 
President Roosevelt accrediting me as Diplo- 
matic Agent to Syria and Lebanon. I know that 
we share keenest satisfaction that meanwhile that 
rank has been raised to Minister. 

The earlier rank was clearly indicative of my 
Government’s policy in 1942. In my letters of 
credence the President said that the appointment 
of a first diplomatic representative to Syria, and 
Lebanon, was a manifestation of sympathy with 
the aspirations of their peoples for full indepen- 
dence, then “circumscribed by limitations necessi- 
tated by conditions of war”. 

Two years later, when presenting new letters 
of credence, Mr. Hull authorized me to say that, 
by the appointment of a Minister, the United States 
accorded unconditional recognition of the full in- 
dependence of the two countries. 

During those two years they had held parlia- 
mentary elections and reestablished their consti- 
tutional regimes. The resulting constitutional 
governments assumed full responsibility for ad- 
ministration of the affairs of state and formally 
recognized the international commitments of the 
predecessor regime. In so doing they met what to 
my Government were the two basic criteria for 
recognition of full independence. 

The ensuing year saw much sound progress to- 


2 Made at a dinner in honor of Mr. Wadsworth, American 
Minister to Syria and Lebanon, by the Syro-Lebanese Club 
“Salaam” in New York, N. Y., Dec. 3, 1945. 


ward consolidating that independence, crowned in | 
the field of external relations by full membership 
in the United Nations Organization. And during 
that period the policy of my Government became, 
and still is, to extend to Syria and Lebanon friendly 
political, cultural, and economic support to assist 
them in realizing that program. 

Throughout these troubled, war-torn three years 
American-Levant relations have been character. 
ized by mutual friendship and good-will. It is 
the hope today of your Governments and of my 
own that on that foundation broader relations can 
be built. 

Happy auguries of success are not wanting: for 
example, the opening last month of an American 
secondary school in Damascus and the vote of last 
week whereby the Lebanese Parliament approved 
the granting to two American oil companies of 
permits to construct and operate oil refineries at 
Tripoli in Lebanon. 

So much for policy and American-Levant rela- 
tions. Let me end on a more personal note, 

You know that my novitiate in the Near East 
was a three-year instructorship in the American 
University of Beirut. That was during the first 
World War. Many an evening, as many of you 
have done before and since, I took my sunset 
“shimel-hawa” along the beautiful campus walk 
looking out across the bay to Mount Lebanon. 

It is said of those who once drink of the water 
of the Nile that they will joyfully return. The 
same, I believe, may well be said of those who have 
drunk of the beauties of Mount Lebanon and of 
the waters of Pharphar and Abana. 4 

My own return has in all truth been joyful. I 
have often walked again at sunset on the campus. 
And, best of all, I have seen some of my youth's 
dreams realized ‘and even on occasion ventured to 
dream new dreams of how one might perhaps con- 
tribute in some measure to further strengthening © 
the ties which bind our countries. 
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I trust that many of you too may be able so to 


‘Freturn and that we may find political, cultural, or 
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economic reason for evening “shimel-hawa” to- 

her in Beirut or Damascus. Few countries 
have suffered less from the tragedy of this second 
World War. None have made so great political 
progress despite it. With continuing serious ef- 
fort—and without that little permanent is achieved 
by men or governments—the future, I firmly be- 
lieve, is bright indeed. 

I thank you again, most sincerely, for this op- 
portunity of meeting and talking with you dur- 
ing this my first home visit since assuming my 
immensely interesting and agreeable duties in your 
old homelands. Now that the war has ended, and 
with prospects of American-operated world air- 
liners making the voyage in 30 hours from New 
York to Cairo, and perhaps Beirut and Damascus, 
Iam hopeful that I and many of you will make 
the journey yearly. 


Ashes of Late Lord Lothian To Be 
Transported to Scotland 


(Released to the press December 4] 

The United States Cruiser Augusta, bearing the ashes 
of the late Lord Lothian, British Ambassador at Wash- 
ington from August 30, 1939 until his death on December 
12, 1940, will sail from New York Harbor on Wednesday, 
December 5, for Glasgow, Scotland. 


Air-Transport Agreement Between the 
United States and Portugal 


[Released to the press December 7] 

The Department of State announced that a bilateral 
iir-transport agreement has been concluded with the 
Portuguese Government, providing for the so-called “Fifth 
Freedom” traffic privileges. The agreement, which is 
dated December 6 and becomes effective immediately, was 
signed by Ambassador Baruch in Lisbon. 

Services to be operated under the agreement by United 
States airlines include a route via Bermuda and the 
Azores to Lisbon, with one sector proceeding to London 
and another to Barcelona and Marseille; a second route 
via Newfoundland to Lisbon, proceeding onward to the 
Middle East via Madrid and the Mediterranean area; and 
i third route across the Pacific which includes a stop at 
Macao. 

Portuguese air services are granted the right to operate 
from Lisbon to New York via the Azores and Bermuda. 

The text of the agreement will be printed in a later issue 

the BULLETIN. 
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Ratification of Charter of the United 
Nations 
Guatemala 


Jorge Garcia Granados, Ambassador of Guatemala, de- 
posited on November 21 the Guatemalan instrument of 
ratification of the Charter. 


Norway 


Lars J. Jorstad, Chargé d’Affaires ad interim of the 
Norwegian Embassy, deposited the Norwegian instrument 
of ratification of the Charter on November 27. 


Second Anniversary of the 


Tehran Conference 
[Released to the press December 7] o 
Telegram from Abolghassem Nadjm, Minister for Foreign 
Affairs of Iran, to the Secretary of State 


DeceMBER 1, 1945. 

On the occasion of the anniversary of the Tehran Con- 
ference, at which time the heads of the Big Three Allied 
Powers, the United States, the Union of Soviet Socialist 
Republics and Great Britain, after having acknowledged 
the aid furnished by Iran in the prosecution of the war 
against the common enemy, after having recognized the 
continued efforts of our country in the pursuit of victory, 
and after having, finally, promised to give to Iran their 
complete assistance in economic and financial matters in 
the post-war world and in international conferences, re- 
called in a celebrated common pronouncement, published 
at Tehran, their agreement on the maintenance of the 
independence, sovereignty, and territorial integrity of Iran 
in conformity with the principles of the Atlantic Charter 
adhered to by all the Allied Powers, the Iranian people 
are confident that as in the past their great Allies will 
not fail on the basis of this historic document to grant 
them their complete assistance. 


Reply of the Secretary of State 
DECEMBER 7, 1945. 

I acknowledge with pleasure your telegram of Decem- 
ber 1, occasioned by the second anniversary of the his- 
toric Conference of Tehran. I note particularly your 
expression of the Iranian people’s confidence in the con- 
tinued fulfillment by the signatory nations of the pledges 
embodied in the Declaration Regarding Iran. I welcome 
this opportunity of expressing again the recognition by 
the Government of the United States of the assistance 
rendered by Iran in the recent victory over our common 
enemy and of assuring you that the interest of the Gov- 
ernment of the United States in the maintenance of the 
independence, sovereignty, and territorial integrity of 
Iran, as set forth in that Declaration, has not changed 


/ in any respect. 
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Mail Service to Hungary and Albania increased imports and proposed action looking tows rd 
limitation of imports of watches and watch move 


[Released to the press December 6] during the period of reconversion of the domestic - ' 
It has been announced that as of November 21, 1945 all manufacturing industry. In view of the urgené 
classes of regular mails including letters, post cards, achieving a solution of the problem during the 
printed matter for the blind, printed matter in general, year, the note asked for a prompt reply. 
commercial papers, samples of merchandise, and small s 
packets will be accepted for dispatch to Hungary and Al- Civilian Travel Accommodations 
bania. Postage rates are those applicable prior to the In dia-Burma Th eater % 
suspension of service. 
Special-delivery, money-order, and parcel-post services [Released to the press December 4] 
are not available. Questions have been asked regarding the reason 
Packages up to 4 pounds 6 ounces in weight containing the allocation to civilians of space on United States Ai 
merchandise such as non-perishable food and clothing are ‘transports engaged in repatriating American. milf 
acceptable for mailing if prepaid at the letter rate of personnel from the India-Burma theater. oF 
postage. The Department fully appreciates the urgency for 
Articles not exceeding one pound in weight will be ac- return to the United States as soon as possible of all 
cepted for dispatch via airmail to these countries if pre- bers of the United States armed forces who are no Ml 
paid at the rate of 30 cents a half ounce or fraction thereof. required for occupational and related duties overseas 
The export control regulations of the Office of Inter- who have become eligible for discharge ‘through thé 
national Trade Operation, Department of Commerce (for- record of service. At the present time virtually all A 
merly Foreign Economic Administration) are applicable to can shipping facilities between India and the United Sta 
mail for these countries. : are under the control of the War Department for th 
Business and financial communications are subject to the accomplishment of this important task. Consequ ently, ‘ 
freezing control regulations of the Treasury Department, only practical means by which any civilians can obtaj 
information concerning which may be secured by prospec- passage accommodations to the United States from Im 
tive mailers from the nearest Federal Reserve Bank or the is on United States Army transports. 
Treasury Department. In order to assure transportation to the United Stat 
Sa " 3 for the relatively small number of American and forej 
Limitation of Swiss Watch Imports civilians whose travel to this country could not be @ 
Viewed layed without adverse effect on the United States natio 
interest, arrangements were made between the Departi 
[Released to the press December 3] and the War Department some months ago whereby sm 
The Department of State announced on December 3 numbers of civilians were permitted to travel to ft 
that, following earlier discussions with the Swiss Gov- country on Army-controlled transports under a stric 
ernment and after consultation with affected domestic limited monthly-quota system. Included in this ca gor 
interests, a note has been presented to the Swiss Minis- have been American and foreign businessmen actively @ 
ter regarding the increasing volume of imports of Swiss gaged in the reestablishment and expansion of inter : 
watches and watch movements, concessions on which tional trade, and American and foreign government 6 
were granted in the trade agreement with Switzerland cials traveling under orders. The travel of such pe 
concluded in 1936. is directly related to American national welfare. An 
Since 1942 the United States watch-manufacturing in- portant consideration in the establishment of these quot 
dustry, with its distinctive skills essential to the national was the expansion of American foreign trade, which 
defense, has been engaged almost exclusively in the pro- assist in creating jobs in this country for the ret 
duction of watches and precision instruments for military soldier and sailor. The approximately 100 or so 
purposes. During this period the civilian demand for students who were given space on Army transports 
watches in the United States has been met almost entirely ing the past few months have come to the United Stat 
by imports in substantial volume from Switzerland. for technical training as a prelude to far-reaching pm 
During recent months these imports have been at an grams of industrial and agricultural expansion in t i 
average annual rate considerably above the pre-war h : ail 
: ome country, and their training here thus will have 
volume of domestic sales of both imported and comparable a 
domestically produced watches and movements. direct bearing * American foreign trade and o@ Bde: 
It has been the established policy of the interdepart- range American relations with the 400,000,000 pes me 
mental trade-agreements organization in administering the India. At the request of the War Department abi 
Trade Agreements.Act to take action where necessary to been decided, however, that, until further material 
prevent serious injury to essential United States industry ress has been made in the repatriation of American m! 
as the result of concessions granted in trade agreements. tary personnel from the India-Burma theater, no additiom 
The note presented to the Swiss Minister therefore ex- Indian students will be provided transportation spacea 
pressed the concern of this Government regarding the United States Army transports. se 
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